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ABSTRACT 

This document contains the transcripts of witness 
testimony and prepared statements from the Congressional hearing 
called to explore the impact of the Health Maintenance Organization 
(HMO) on the health care system and on the elderly in particular. 
Opening statements are given from Representatives Dan Mica, Matthew 
Rinaldo, and Lawrence Smith. Testimony is presented from two panels 
of witnesses. The first panel consists of four Florida citizens who 
are members of HMO's and who represent the consumer * s viewpoint . Also 
included on panel one are representatives of the Florida Insurance 
Commission and the Department of Health and Human Services. The 
second panel of HMO providers includes the president. Doctor's 
Office, Incorporated; the executive director. Group Health 
Association of America; the senior vice president for medical 
affairs. International Medical Centers; the director of 
administration, Av-Med, Incorporated; and the president and past 
president of two Florida county medical societies. Additional, brief 
testimony is included from 25 audience participants. Topics covered 
include the nature and kinds of problems associated with alternative 
health care programs including the need for: regulation of HMO's, 
assurance of quality care, and review of the enrollment and 
disenrollment process. The appendix contains additional material 
submitted for the record. (MCF) 
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HEALTH MAINTENANCE ORGANIZATIONS AND 
THE ELDERLY: PROMISES, PROBLEMS, AND 
PROSPECTS 



MONDAY, JULY 9, 1981 

House of Representatives, 
Select Committeij on Aging, 

Boca Ratorit FL. 

The committee met, pursuant to notice at 9.30 a.m., in the Gold 
Coast Room, Florida Atlantic University, Boca Raton, FL, Hon. 
Dan iVIica (acting chairman of the committer; presiding. 

Members present. Representatives Mica of Florida, Rinaldo of 
New Jersey, aid Lawrence Smith of Florida. 

Staff present. Gary Christopherson, professional staff, and Paul 
Schlegel, minority staff director, of the Select Commmlttee on 
Aging. 

OPENING STATEMENT OF REPRESENTATIVE DAN MICA 

Mr. Mica. The select committee will please come to order. 

rd like to just take a moment here and welcome everyone in this 
hearing. I am truly surprised by the number and the turnout, but I 
must say, I should have expected it. 

My congressional office nas literally been inundated with ques- 
tions and comments about HMO £ over the last few months, and 
that's one of the reasons why I tried to schedule this hearing. 

As you may know, this hearing was originally scheduled in May, 
due to an unforeseen session on that day, of Congress, we had to 
reschedule it for today. 

Tm very pleased that we have with us today, the ranking Repub- 
lican on the Aging Committee, Congressman Matt Rinaldo of New 
Jersey. We welcome you to Florida. 

And, also, another Floridian, a member of Foreign Affairs Com- 
mittee, I might add. Congressman Larry Smith of south Florida, 
Broward, and Dade County. 

We appreciate having you here today. 

Let me just start before I read my formal statement, by saying 
this 

Ms. Fremon. What's your first name? 
Mr. Mica. I'm Dan Mica. 

While Tm doing that, I might also IntroduLc some stafT members 
from the Aging Committee. Gary Christopherson, where s Gary, 
over ^'ere. 

A v^oiCE. Stand up, so we can see him. 

Mr. Mica. Stand up, Gaiy. 
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And Paul Schlegel from the minority side. 

We appreciate them making all of these arrangements. Believe 
me, that s a special and very difficult job in and of itself, that takes 
place long before we ever get here. 

The first and foremost question that's asked about HMO's, and 
in fact why we're having these hearings, I think I need to answer 
for you today. There is a great deal of misunderstanding. We've 
tried to send you information. You've called our office, and other 
offices here in Florida. Every Congressman in south Florida has 
been inundated. 

HMO, Health Maintenance Organizations, in and of themselves, 
are not good or bad. A Health Maintenance Organization is a vmy 
to deliver health service, health care if you will. 

There are 335 operational HMO s in the United States, 208 feder- 
ally qualified HMO's, as of July 1, 14.2 million people enrolled in 
HMOs, 60 demonstration projects. In Florida, there are 17 oper- 
ational HMO's, a number of pending requests; 10 federally quali- 
fied HMO's, 352.2 thousand people enrolled in HMO's, and 5 dem- 
onstration projects. Their revenues have grown from 1979, from 
$166 million.to over $350 million in 1982, and we don't have statis- 
tics for 1363 and 1984. Their assets have grown from $367 million 
to nearly $800 million. 

So, suffice it to say, like a doctor, a doctor is neither good or bad. 
It depends on the individual, the training and the care. 

A hospital is neither good or bad. It depends ;,n many factors. 

An outpatient clinic is neither good or bad. 

And, an HMO, in and of itself, is neither good or bad. We've had 
some great ones in this Nation, and we've had some that were out- 
right improperly run and folded. 

We are here^today to talk about the projects in south Florida, 
and this prefaces a move by the Federal Government in Washing 
ton to say, in efi^ect, to the rest of the Nation, that as we look at 
HMO's we may or may not recommend that every part of the 
Nation get involved and start enrolling in HMO's. 

The Secretary of Health and Human Services has already, in 
some individual's minds, jumped the gun by saying that maybe we 
should move rapidly into HMO's nationwide. 

What we hear in this hearing, what you provide to us today, 
what other hearings like this around the Nation bring to us, will 
be made a part of the record, so that we can better make that deci- 
sion as to how much of this Nation should be pushed or cajoled or 
warned about HMO's. 

We're simply here to hear the pros and cons. We will not pass 
any legislation today. We will do a report on this hearing. We will 
take testimony. We have done our very best to bring witnesses, 
both pro and con before us here today. 

With that, Fd like to just ask my colleagues for permission to 
insert in the record my prepared statement which I didn't read for 
this hearing. I will call on the ranking Republican member, and 
senior member from the minority side. Matt Rinaldo, for any open- 
ing comments. 

[The prepared statement of Representative Dan Mica follows.] 
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PRKrAiiKi) Statkmknt ok RKrRtrsKNTATivK Dan Mica ' 

1 ^ant to v\olcomc mv colleagues Cungressinan Matthevv Rmaldu, Raniiing 
Member of the House Aging Cummlllee, and Cungrcssnwm L<irr> Smith from «/ur 
neighboring IClh Cungrc&biunal Dlstriwi io Bowu Ratun toda>. These two Membec^ of 
Congress are ideal 1> suited to participate in this hearmg on Health Mamteiiance 
Organizations. Matt Rinaldo has forked on aging issues for o>er 12 >ear» and *iaj* 
pruNcn himself an able and dedicated advacatc for older Anieruans. Congressman 
Smith has t^iken an acti\t mterest in HMOs and partKuIari> South Florida Demon> 
St rat ion projects. 

Our joint purpose is vcr> clear. To begin an exploration of the impact of tlie 
Health Maintenance Organi^tion on our He4ilth care system and, purticulari>, on 
the cldcrl> of this nation. Toda> s hearing is the Hrst of iti k»nd in this eountr>, and 
maj lead tv addition^ hearings on 41 national le>el. The knuwiedgt, experience and 
insighi shared here tudav ma> well affect the future direction of health care in our 
Communities. The time has come to examine and e>aluate the impact of a dramatic 
new health caro concept on the lives of those it's intended to sene. 

This hearing Is the culmination of m> long Interest and work on health care con- 
cerns of the elder 1> In our area. M> predecL*ssor, Congressman Paul Rogers, known 
throughout the Congress a:i "Mr. Health'", intruducud the founding HMO legislation 
o\er 10 >ears ago, so I am aware of llie potential benefits. At soon ns I was ele^cted 
to C mgress, I retjuested a seat on the Aging Committee so thai I could in wniewn> 
continue to address the health needs of our seniors. 

I have an abiding Interest in the suceess of HMOs that ma> pro\e to be part of 
tiic solution to the high cost of health cure in this nation. But 1 also ha\e concerns 
about the rapid growtii In numbers of HMOs, the marketing techniques used to 
enroll new members, the current status of o>ersight and re^gulation of HMOs, and 
the iiua!It> of health ca'e provided through this new health care deliverv system. 

I know >ou ha\e ga*at interest m this subject as well. The public interest and 
need to know first surfaced ut Town Hall M^-etmgs throughout our District last 
>ear M> ofTiCL wtis flooded rtlth phone calls Aud letters asking for information and 
ad\ icC about HMOs Few i&;)Ul*s luive pro\oked niore mail or tails to ni^ office than 
this one. In an effort to res(>ond to >our concerns and to pro\:de some guidelines 
usefu! Ir. *.hoosing health care options to meet >our nL*eds, m> office first disiributcHl 
a fact sheet on HMOs to tho^ who s{H.xificaU> reniuc'sted information. As tJlie inter- 
est continued to grow, w#» ided an HMO fact sheet 10 all District rL»sid<?nt3. And, 
finall>, I requested the < man of the Agmg Committee to call for this fact-find- 
ing lienring. 

As vou ma> know, this local interest has been mirrored on the national level. Ac- 
cording to the Dureau of Health Maintenance Organiuitions, the /acl is tha«, toda> 
there are 333 operational HMOs ser\ing 112 million people nationwide. In Florida 
alone WL ha\L 17 v\ or king HMOs ser\ing o\er 330,000 people, including fi\e demon- 
stration projects The fact is th«it HMO revenues grew from $160 million in iy79 to 
over $31C million in 1382 and that HMO assets grew from $367 million in 1979 to 
$.C4 million in 1982 An> business that grows so dynamically m such a short period 
requires close examination. 

This hearing Is \er> timely. Secretary of HHS Margaret Heckler recently an- 
no unveil new regulations allowing, over 30 null ion Medicare beneficiaries the option 
uf signing up with HMOs It is our hope that the information gathered here today 
will be useful in evaluating this expansion of HMO services to the elderly. 

It IS fitting that thu» first hearing on HMOs and the elderly should be held in the 
state of Florida where one of every six people is over the age of 65, Today, over 
U800.000 Floridians are over 63. By 1993, the figure will excc<?d 2,300,000. 

As our senior vltlzens get older, thl-j begin to cvnstituL the fastest growing seg- 
ment of our population 73 plus. The health care needs of the advanced elderly are 
even mvre challenging than their younger counterparts. Any valuable discussion of 
health care alternatives must address this burgeoning group. 

We In Florida have the highest percentage of older people of any state. Ift.lCc. It 
Is Wonder that the rest of the nation «s watching us to sec how we respond to the 
health care ch^^Ilen^e. It is no wonder that the HMO concept must receive its first 
close scrutiny here m our state. 

^ I want to welcome our two panels of speaKers and all of you who have taken the 
lime to join us today. I appreciate the interest you have shown in this vit^l bubject, 
and I hope we ».an work together to provide fair and equitable health care sol otions 
for all Americans. 



STATEMENT OF REPRESENTATIVE MATTHEW J. RINALDO 

Mr. RiNALDO. Thank you very much, Mr. Chairman. 

First of all, I want to /;ommend you for holding this hearing, and 
inviting me to join you on a very vital health care topic, and I 
think you did an excellent job In summarizing the situation in 
Florida and in this Nation. 

Health Maintenance Organizations, or HMO's, as they are com 
monly knowu, are quickly becoming a permanent part of our Na- 
tion's health care delivery system. 

Just a few weeks ago, a private health research and education 
center, based In Minnesota, pointed out that enrollment In HMO s 
in. the last 6 months of 1983 rose by 9 percent, teaching 13.6 mil- 
lion Individuals in December 1983. If that pace continues, the 
growth rate would break all previous HMO enrollment growth 
records. 

I can state for the record, that In my own State of New Jersey, 
over 200,000 people have enrolled In 10 HMO s, one q'' which Is lo- 
cated in Princeton, NJ, which I represent in Congi*eSi». 

I understand that the number of medicare enrollees Is approxl 
mately 2,000 throughout my State. 

In my opinion, I think the rapid growth and escalation of HMOs 
is closely related to health care costs, which are continuing to rise 
at twice the rate of Inflation In the general econom>, and people, 
especlall> the elderl>, desperatel> need and deserve full coverage 
for their health care needs. 

HMO s provide one avenue of hope. I think It's true to say that 
the traditional health care b>btem has driven people to find more 
affordable and mure comprehensi' e wa>s of receiving their health 
care. 

With that in mind, I think the members of this committee have a 
very substantial responsIbIlIt> to America's senior citizens to 
insure that the HMO system, whl;h despite its rapid growth. Is just 
now beginning to take shape, is responsible, responsive, and cer 
talnl> that the people running it are dedicated to the needs of the 
elderly. 

I noted with interest, Mr. Chairman, the material submitted by 
Dr. Fischer, from the Palm Beach County Medical Society, in 
which he goes into detail about some of the problems of HMC s in 
this area. 

I am looking forward to listening to his testimony, and to the tes 
tImon> of our other witnesses, who will point out some of the posi 
tive aspects of HMO's. 

In conclusion, Mr. Chairman, I want to thank you once again for 
scheduling this hearing. I think it's obvious, by the turnout, the 
number of people who have come here, of the interest in this Issue. 
I might mention parenthetically, that we've had I.earlngs on vari 
ous topics all over the country, and in all the years I've been on 
the committee, and I've been on it since It practically started, I 
don't know of one hearing anywhere In the United States that at- 
tracted a crowd as large as this one. I think it's because this is an 
important topic, and one the committee will look at very closely 
when we return to Washington. 
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I have no doubt that the testImon> that we receive toda>' will 
pla> a ke> role in an> kind of action that we take, and wiil help us 
in considering legislation in the House of Representatives. 

I am pleased to be here, and look forward to hearing from our 
witnesses. 

Mr. Mica. Thank you kindly. Mr. Rinaldo. Now, Fd like to call 
on our other Florida Congressman, Congressman Larry Smith. 

STATEMENT OF LAWRENCE J. SMITH . 

Mr. Smith. Thank you, Dan. Thank you, everyone. 

I want to thank Congressman Mica for allowing me to sit in 
today. One minor correction, Tm not a member of the Aging Com- 
mittee, I am very interested, however, since my constituency in 
Broward County is very similar to the one here in Palm Beach. We 
are as concerned in my district as you are in Palm Beach, and 
some of you here are fro*T. Broward, about the fact that there are 
major problems of medical cost to, not only senior citizens, but the 
whole population of the United States. HMOs may be a very valid 
wa> of providing medical care, but there ma> be many problems 
associated with this, like t?.ere have been over the years with dif- 
ferent other forms of medical provision. 

As a result, Tm ver> happ> that this hearing has been scheduled 
for toda> to continue to look into the relationship of HMO's provid- 
ing medical care, and the costs associated therewith. 

Obviously,the Federal Government, as well as all of your Con« 
gressmen, are Interested, and I think that all providers of medical 
care are interested in providing quality health care, at the lowest 
cost possible to the consumer. 

From our point of view, when it comes to medicare beneficiaries 
should receive quality medical care, to medicare beneficiaries at 
the lowest cost to the Federal Government. 

We're all aware of the problems that medicare is facing down the 
road, and HMO's are one way that we will be going to be able to 
deliver quality care and save the system, to some degree, because 
of the large output of dollars. 

I also want tc ihank the members of the House Aging Committee 
for permitting me to participate in this hearing, because I think 
that it's very important that all of you realise that there are ongo* 
ing hearings, constantly being taken in Washington to measure, to 
gauge the success of the law which allows for HMO's to deliver 
health care to medicare beneficiaries. Not every HMO is now per- 
mitted to participate. I think you ought to understand that is only 
bv virtue of demonstration projects, which have been set up by the 
Federal Government, with certain HMO's that we are involved in 
providing health care through HMO's to medicare beneficiaries. 

As man^ of you may know, I requested a General Accounting 
Office review of this program, that is, the Demonstration Project 
Program, on January 30 of this year, because of the numerous 
questions and some complaints brought to my office and the office 
of other members, especially, in this area. 

The population of Florida is considered to be a bellwether popu- 
^'''tlon by aging experts. The heav^ consumer interest in these dem- 
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onstration projects, in Florida, shov^b the kind of interest we can 
expect, as this program is put on line nationally. 

After 2 years of inaction, the administration has chosen now to 
move ahead with this program and make it available nationall>. 
This IS being done before the information from the demonstration 
projects can be properh analyzed, and befoie the GAO Review can 
be completed. The GAO has told me that this review is the single 
most important project in the health field that the GAO currently 
is undertaking. 

Its verv important to remember that this demonstration project 
is limited to certain areas In the United States, with this area 
being the largest, because in many other places there are no avail 
ability of HMO's for medicare service provisions. 

No medicare recipient can go into one, for instance, in Maine, 
and register because no project is available there. 

Now, we are having a GAO review done, and this demonstration 
project is supposed to reveal statistics. Now the rules and regula 
tions are being written, so, nationwide, all HMOs will open up 
before we know what the statistics here in Florida have to say 
about the ultimate value cf the program, and the way the Federal 
Government can overview it 

I think it's ver> important that we understand that the Federal 
Government needs to overview these projects. 

HMOs may be the only means by which we can provide addi- 
tional services to the medicare population without further eroding 
the financial integrity of the system. 

If we are to forge ahead with this program, I, and many of my 
colleagues would like to see this program administered correctly. 
Let me tell you, as many complaints come into my ofiice, about the 
Federal Government bureaucracy, and the system by which this 
HMO demonstration project is being administered, as there nay be 
in the HMO Provision of Services, and I would be the first to tell 
you that I think that the Health Care Financing Agency, some of 
you may know it as HCFA, has a long way to go in dealing with 
the problems that are attendant with the rapid growth of HMO's 
and provision of medicare service to the elderly. 

So, its not just HMO s themselves, in this instance that we want 
to hear about. Frankly, Tm interested in how the Federal Govern 
ment overviews the whole project in Its inception through its deliv- 
ery, and out Into the long terni, and whetiier we're ready, since 
there are approximately 26 million available beneficiaries that 
could come on the system, how we're going to monitor any system 
that goes nationwide before we know what we have just locally 
with the 120-some-odd thousand that are registered in Florida with 
HMO's to provide medicare service. ^ 

Many of us in Congress, like you, are still learning about HMO s 
and their impact on medicare beneficiaries, and the community at 
large. 

I hope that this hearing can provide us with the information so 
that we in Congress can better evaluate the current demonstration 
project, and expand the program in an orderly and efficient 
sysvem, as I said* to ultimately provide quality medical care at the 
^ lowest cost possible. 
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Cuality medical care, because that's the least that you all de- 
serve, and at the lowest cost possible, because again, as taxpayers, 
that is in the vOry least that we should bo paying. 

So, I hope that these hearings will provide us with ' s informa- 
tion. Tm sure that this is one of a number of hearL ^ that are 
going to be scheduled, and I, like my fellow Congressmen here, ap- 
preciate very much your turning out today. 

I can tell you that It is, as Congressman Mica has indicated, a 
very, very good turnout, and Tni sure that's a tribute, not only to 
the subject, but also to the gentleman who represents you here In 
Palm Beach County. 

Mr. Mica. Thank you very much, Larry. 

We're going to proceed with our panel, but just one brief com 
nient. 

We will have a panel of HMO s and Consumer?^. Cvnsumers, the 
people who are members of HMO's. 

We will have a panel of providers, people who give the service, 
and after that we will take 1 minute sf^ches from the audience at 
the end of the hearing. 

Now, it s obvious, I hope its obvi;)us to all of you if you look 
around, if we tried to take a 1 minute speech from everyone in the 
audience, it would be absolutely impossible. 

I do recognize that each of my colleagues have other commit 
ments, so at about 12.30, which would allov^ us possibly 20 or 30 1 
minute speeches, we will have to stop the hearing. 

Now, I don't want anyone to say at 12.30 that we have stopped 
that because we didn't want to hear' them. We want to hear every 
body, so I'm announcing It early. We intend to have these hearings. 

Let me present one other point, if you want to submit a letter or 
a statement in writing, as a 1-mInute speech, we will see that it's 
included in the record, so no one will be precluded. 

I rft (11 another hearing I attended, where when we had to stop 
it, that one Individual >vas convinced that he was the one we didn t 
want to hear. 

We want to hear everybody, we're going to ' e as liberal as we 
can in trying to have these individual come up one 1 minute a 
time and give us a little comment. 

With that, we'll proceed with our first panel, and we'll ask the 
panel, if we may, to summarize as mu^h as possible, so that \\e can 
get into a little give and take. 

That first panel is n,ade up of Consumers. Claude D'Agnio, 
Murray Levine, David Custage and Mori Freraon. 

Also, I see the other witnesses, Mr. Galloway, Clyde Galloway, 
from the Insurance Commission Office, is, oh, you are here. llov» 
about Mr. Fowler? 

Mr. Fowler is the director of Health Plan Operations for Health 
Care Financing Administration, also here at the table. 

We'll start right down here, in this order, right across the table, 
with Mn D'Angio. 

Mr. D'Angio. Thank you. 

Mr. Mica. Please proceed, and welcome to the committee. 
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PANEL ONE; HMO S AND CONSUMERS, CONSISTING OF CLAUDE 
D ANGIO. CHAIRMAN OF THE CITIZENS ADVISORY BOARD TO 
INTERNATIONAL MEDICAL CENTERS FOR PALM BEACH 
COUNTY, FL; MURRAY LEVINE. GREENACRES CITY, FL; MORI 
FREEMON. HOLLYWOOD, FL; DAVID CUSTAGE; CLYDE GALLO- 
WAY. JR,. CHIEF OF BUREAU OF ALLIED LINE, FLORIDA INSUR- 
ANCE COMMISP.ION; AND WAYNE FOWLER, DIRECTOR. GROUP 
HEALTH PLAN OPERATIONS STAFF. BUREAU OF PROGRAM OP 
ERATIONS, DEPARTMENT OF HEALTH AND HUMAN SERVICES. 



Mr. D'Angio. I am Claude D'Angio, chairman of the Citizens Ad- 
visory Board of International Medical Centers for Palm Beach 
Count)^. I am also a member of the Gold Plus Plan, I arr* a retired 
organic chemist with more than 35 years experience in research, 
administration and consultation. I want to tnank this committee 
and Congressman Mica for giving me the opportunity to testify 



believe the Medicare HMO PrograM is the best thing that's 
happened t senior citizens since trie beginning of medicare in 
19o5. Prior to the establishment of the Demonstration HMO Pro- 
gram, many senior .itizens could not afford the medical care they 
needed. Unable to pay the ever-increasing premiums for supple- 
mentary health insurance, they did without, rather than go into 
debt. A^ you know, medicare covers less than 60 percent of actual 
doctor s fees In this part of Florida. Also, Medicare does not cover 
the cost of prescription drugs, eye examinations, dental treatment, 
et cetera. Under tne Gold Plus Plan, senior citizens are receiving 
comprehensive medical care. In addition, they get free prescription 
drugs, eye glasses, routine dental care, and hearing aids. A most 
important benefit is that senior citizens do not pay anything for in- 
hospital care regardless of length of stay. Under medicare, they 
would be required to pay the first $356 and would be limited to the 
first 60 davs for benefit payments. 

The HMO Program is not suitable for all medicare cardholders. 
Specifically, senior citizens who live in this area only part time, 
and who spend more than 3 months away from their Florida resi- 
dence, would be better off with the regular Medicare Program. Al 
though the Gold Plus Plan will reimburse a member for care re- 
ceived outside the treatment area, when such medical care is either 
an emergency or urgently needed care. Urgently needed care is for 
a condition which is threatening to the members health, if not pro- 
vided before his return to the International Medical Center area. 
However, routine or elective care is not covered when a member is 
away from the treatment area. A person could join the Gold Plu5 
Plan and then disenroll for the period that he's away from the 
area, and at some future date, reenroll, however, this involves two 
complications. One, is the necessity to time the enrolling and dis- 
enrolling request so thai they conform to his schedule, and even 
more important is the fact that he must continue to carry supple- 
mentary health insurance unless he wishes to risk incurring con- 
siderable medical bills while disinrolled. 

Another instance where it would be unwise to join an HMO is 
when a person has a particular medical problem, and has been 
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treated b> a doctor for a long period of time, and whose services he 
feels he cannot do without. 

In the past 6 months, the Palm Beach County enrollment has 
grown to over 20,000 patients. As Is true with any new program, 
there are .^^me problems. The system Isn't perfect. During the first 
few monthb, meniberbhip assistance, enrollment, et ceteia, were 
handled by the IMC Miami Office. Now, IMC has a regional office 
In Palm Beach County which takes care of assisting Palm Beach 
Count> enrollees. This has enabled International Medical Centers 
to provide more efficient and effective beryice to its members. The 
CItuen Advisory Board Is currently working with the regional di- 
rector to evaluate the Quality Assurance Program in Palm Beach 
Count>. It is also assisting In the dev elopment of a pamphlet which 
will provide specific information on the services covered by the 
Gold Coast Plan. Included will be a complete description of the pro- 
cedures to be followed for filing a grievance. In time, the Advisory 
Board will have greater Input and will be able to Interact witn 
both patients and affiliated providers. 

International Medical Centers believe that a well informed con- 
sumer is the best guarantee for receiving proper medical care. The 
Advisory Board, The International Medical Center Journal, news- 
letters, are all means of improved communications. As of July 6, 
International Medical Centers has scheduled a series of 16 semi- 
nars for senior citizens to help them live healthier and longer lives. 
These seminars will include, free lunch or door prizes. That should 
be some enticement, anyway. 

For an HMO to succeed, it Is the best Interest of the HMO to em 
phasize pr ;vc uve health care. Let me explain why this Is so. An 
HMO receives a prepaid capitation fee for each of its enrollees. 
Therefore, If 4 patient is kept healthy, the HMO will Incur less 
costs, and at IMC, patients are encouraged to have checkups. The 
incentive is to treat patients to minimize or prevent serious or 
chronic Illness whenever possible. 

The HMO Demonstration Program provides a significant bavlngs 
to medicare. It does so in two ways. First, it pays private organiza- 
tlono such as International Medical Centers a capitation fee, repre- 
senting 95 percent of average costs spent by medicare in the areas 
covered. Five percent may not seem like a great savings, but multi- 
plied by SG,000 plus medicare patients for International Medical 
Centers alone, it can translate Into millions of dollars. If we project 
the expansion of the Medicare/HMO Programs across the Nation 
to Include 20 to 30 million enrollees, a sufTicient impact can be pre- 
dicted which would solve medicare s financial problems. Second, in 
the long run, it should save an additional 3 percent in administra- 
tive costs because it will eliminate a great deal of paperwork for 
the Health Care Finance Administration. 

The success of the HMO Demonstration Program will require 
continued cvoperation of all Government agencies involved. It will 
also need effective Input from the providers* and just as important, 
the cooperation and understanding of it^s members. I have no doubt 
that this program will succeed. 

In conclusion, let me say, that I believe all people in this coun- 
try, young and old alike, have the right to receive adequate health 
care at a price they can afford. 
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Such care cannot be considered a privilege for only those who 
can afford the ever-escalating costs in the medical sector and the 
Insurance industry. I repeat, it is our right to have adequate health 
care. In my opinion, it is the responsibility of our elected officials 
to develop a program which will provide all Americans with ade- 
quate health care. I believe the current Demonstration HMO Pro- 
gram is a significant step in this direction. It should be expanded 
to include al) medicare recipients, and should also be developed so 
it can include peoplt of all ages who wish to participate in it. 
Thank you. 

Mr. Mica. Let me just say I appreciate the conciseness of the tes- 
timony, but at about the 5-minute mark, we'll give you a little 
signal to start wrapping up, because about 5 minutes each would 
give us the time we had planned. 

Mr. Levine? 

Every statement will be included in its entirety in the record. 

Mr. Murray Levine will proceed, and he has given the committee 
quite a lengthy transcript 

Mr. Levine. Well, Tm not going to use that. 

Mr. Mica. He will make comments, and again, about 5 minutes. 

Mr. RiNALDO. Mr. Chairman, in order to aid Mr. Levine, I re- 
quest unanimous consent that his entire statement be placed in the 
record in full. 

Mr. Mica. Without objection. 

STATEMENT OF MURRAY LEVINE 
Mr. Levine. My name is Murray Levine. 

Let me begin by saying the concept of HMO is excellent, but not 
for everyone, and it sure needs proper controls overlooked, not by 
the owners of HMO, but by the officials of public, plus a represent- 
ative of the people. 

Gentlemen, I want to take this opportunity to express my sincere 
thanks and gratitude to the Honorable Daniel A. Mica, Congress- 
man Rinaldo, and Congressman Smith, and his elected Committee 
on Aging to hear my complaints about the International Medical 
Centers, HMO. 

It is difficult to tell you in a few minutes the aggravation and 
torture and pain I have experienced in the past 7 months, merely 
to get disenrollsd for my wife and myself, both being cardiac pa- 
tients, and I wear a pacemaker. 

Remember, gentlemen, you're not dealing with people in the 29- 
year age bracket, but in the seventies. Is it necessary to expose this 
group to the biggest killer of their lives in the few years remaining 
with aggravation. 

Therefore, I beg the Congressmen for an extra 2 or 3 minutes to 
make my presentation. 

In December of 1983, we received letters stating that the senior 
plan that we belong to is being absorbed by the International Medi- 
cal Centers and HMO plan. 

Sometime in December we signed up with dozens of other people. 
On December 16, because my wife and I are both cardiac patients, 
we thought it would be best for us if we disenrolled and went to 
^the cardiologist specialist, so we called up the IMC in Miami and 
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spoke to a person by the name of Alverez, stated/' We signed up on 
December 6, or thereabouts and had a change of mind, we wish to 
disenroU The person took all the information and said, "No prob- 
lem." 

On January 20, spoke to Mr. Vargas at IMC to check if we were 
disenroUed. He said, "No." The computer still had us on, and he 
transferred me to a Miss Karen Thornburn. 

On February 1, called Miss Thornburn, again, and she told me to 
please go in and gA two disenroUment forms, and mail it to her. 
That I did. 

The next time I called her she said that she could not find them, 
and would I take photocopies of my carbon copy and send them in. 
That I did. 

In March, called again and asked for Miss Thornburn. I was told 
she wasn't with the company any longer and was transferred back 
to Mr. Vargas. He apologized again, and asked me to send him 
something in writing and directed to him. That I did. He said it 
would take effect April 1, 1984, because he can't find the other 
copies. 

On March 19, I spoke to Mr. Vargas again, and he said, "Don't 
worry," he's working on it. 

On April 2, si.J ^lO papers. I called Mr. Vargas again, and he 
said Miss Lucinda would call from the Public Relations Depart- 
ment and ask me why I am resigning. I told her It would fill a 
book. She laughed and hung up. 

On April 6, I called again and spoke to Mr. Vargas. I asked him 
why hadn't I received my disenroUment papers. He said he had 
over 3,000 applications for disenroUment to process. I said, "I un- 
derstand that, but mine goes back to December 1983." 

On April 9, because of all the aggravation and constant stalling 
with the IMC/FIMO, my wife complained of having difficulty in 
breathing, so I rushed her to the cardiologist. When he examined 
her, he said to take her right next door into the hospital, she's in 
the midst of having a heart attack. I took her Into the emergency 
in Doctor's Hospital. She was there from April 9 to April 16. 

On April 10, the next morning, naturally I couldn't sleep all 
night, with she in serious condition. I got In the car and I traveled 
30 miles down into the main office Into the medical center build- 
ing. I stormed into Mr. Vargas' office and asked him why all the 
deliberate delays for months. He said he was just In the process of 
sending the enrollment, and as long as I was there, he would have 
his secretary type them up, gentlemen, you have copies there, 
showing the disenroUment effective April 1, 1984, and signed by 
him. Note: Item 4, 

I have six disenroUment papers, all with different effective dates, 
all different times that they sent them out. 

On May 16, 1 received two other new copies. 

I finally got so disgusted, in June I appealed to Congressman's 
Mica's office. There I got results in 2 to 3 weeks that took me 
months to get. 

I got a-^which you have copies there— from the Government 
office, stating that according to their records I was disenroUed as of 
May 1. 
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The records show from the HMO that I'm disenrolled as of April 
1, so the ri^ht hand don't know what the left hand is doing, and 
Fm caught m between with thousands of dollars in bills. 

All we ever got from them was alibis and stalling. We are nei- 
ther fish nor fowl. I fear my wife will get another heart attack be- 
cause of all this aggravation, and who's going to pay for all the 
bills. 

Gentlemen, because of my testimony, I hope that I'm not penal- 
ized either by the IMC or the medicare system. 

Thanking you for your kind patience in this lengthy statement, I 
remain, Murray Levme. 

I just want to make a brief recommendation. IMC has over 
10C,jOO members, and from what I read in the papers, has on de- 
posit with the insurance company, $100,000 in the event they go 
out of business. So each member will receive $1 should they go out 
of business. Now, that's what I call generous. Remember, 3o per- 
cent of the past health plans in the country went broke. For a busi- 
ness that generates nearly $250 million a year, no wonder everyone 
wants to get into the business. All they need is $100,000 security. 

In Floriaa, there are now pending 12 HMO applications with the 
Department of Insurance. Will the senior citizens medical prob- 
lems come first, or will profit come first? From my experience, 
profit. 

As Mr. Hollow ay, executive director of District IX, Health Plan- 
ning Counsel of five counties said, "Even if 1 percent of this new 
industry goes haywire, the potential for public damage is tremen- 
dous." 

The HMO is an excellent concept, but not for everyone. Without 
proper controls we can have a disaster. Millions upon millions of 
dollars are spent for advertising free glasses, free dental, free 
drugs, free hearing aids, free, free, free. No wonder every person 
runs to sign up. 

Now, I asked the question, "If medicare system could not make 
ends meet by giving away all these freebies, then how come an 
HMO could, and besides spend millions on salaries, millions on ad- 
vertisers, millions to the shareholders?" Where is it all coming 
from? Is it coming from the health and welfare of the subscribers 
by keeping them out of the hospitals, not because they are well 
enough not to be in, but a borderline patient may not be sent to 
the hospital because that is their biggest cost. 

HMO are paid 95 percent of what the Federal Government esti- 
mates to be the average cost for medicare patients living in a spe- 
cific area. 

I suggest that they pay 90 percent and put 5 percent into a fund 
for one or two offices in each county managed by paid and volun- 
teer seniors so that people who have problems sucn as mine, will 
not have to bang their heads against a brick wall trying to get 
help. All we get is telephones that are always busy, and when you 
get through, you are transferred from one department to another. 
Then you get promises, promises and stalling tactics, so the longer 
they keep you on their rolls, the more money medicare will pay. 

I suggest having a graduated scale of deposit with the Florida In- 
surance Commission, beginning with the minimum of $100,000 for 
every 1,000 enrollees with a maximum of $5 million security as the 
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insurance companies have to post. Make them stop their false ad- 
vertisements via newspapers, and comments hy their representa- 
tives at group and condominium meetings stating that it would 
take 4 to 6 weeks for disenrollment to take effect, and you will 
note, I have their ad on the next page showing from 4 to 6 weeks. 
Thank you, gentlemen. 

[Attachments to Mr. Levine's statement follow:] 
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DANIEL A. MICA 



IKMAAOWtM«< 



Congress of Hjt ^nitcb fttatcs 

Ijotii^e of j^tprtf tntattbrir 
Uagbmgion, D.C. 20515 



SiiiCT CouuinitON 

A«tM« 




June 13, 1964 



Hr. Murray M. Uvirx 
6100 Lakcront Citclc 
lAkcVbrU), Floridi 

Dear Mr. Lovlrc: 

ThanK you for jour recent cento: c with ry o££icc cxpressifv} 
Vourconscms rc*)aidirM your wUt's discnioltont ftx>m 
International rcdtc-il center. I canceruinly uitJcrstand >our 
corcem in thin mttcr and wont to assure that I wiu be as 
helpful as {osslblc m lookirQ l/ito this. 

In an effort to be of all possiole assistarcCi tocby I have 
contacted the Tcdicarc /<bvini stmt ion and the llcalth Care FinansinQ 
AdninistratJ^n. 1 have rccjocsted that officials there pror^jtly 
look into this natter and resyond to ne at the earliest possible 
date. I am sircercly lopeful that ry efforts will be beneficial in 
alleviating your corccrns. 

1 vont iou to krow that 1 will inncdiately share with jou any 
infoxration I receive. If iou need ny assistance in the 
ncantirY>i please fc<l tree to call on re. 

Kind regards. 
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DANIEL A. MtCA 
i4tH Otiutcn fi**>»A 



f 0*Ci«fl Aff *Ml 



tonzxtii of tf)e tHiiiteb &tattS 



Succt coMwinic ^ 



MW1I C lAMfVl 



Aouite o( £tprtittntatibtif 



Hr» Hurray H. Lcvlne 
6100 Lakomont Circle 
Lake Worth* Florida 33463 

Dear Hr. Lcvinc: 

In response to my recent Inquiries on your behal£^« I have 
received a reply trom the KeOicare Administration! and I an 
forvarding it to you tor your intornation and records. 

I was pleased to nake this contact Cor you. and will again be 
in touch as soon as any other replies are received. 

In the meant imd, it I can be ol turthtr assistance please let 
me know. 

Kindest regards. 
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MEDICARE PART B 



Db«CiT>«l A«fm«nf<Hinl K Ml III < MKNS x^.^ Mt * I hMII I 4tl II I^HIIK tSC 



0««r Congressman Mic«: 

This is in response to your inquiry of June 13, 1984. 

Services rendered to Ms. levlne In Kiy, 1984 h«ve processed «nd pild. 
However, according to the query response received froca Bilttoore on 
June 3$, 1984, services rerr^iered in April, 1984 hive denied correctly for 
HMO Involvcocnt. 

In order to correct this, ple*se contKt the Iccil SocUl Security office 
«nd the liHO involved. 

Ve dre sorry for the Inconvenience which resulted froo thts matter. 




June 27, 1934 



The Honorable Dtniel A, H1c< 
639 E. 0ce2n Avenue 
Suite 3D3 

eoynton Beach, Florida 3343S 



Re: Levine, Evelyn 

HICN: 107-18-61278 
DOCUMENT NO: 137149-tc 



Sincerely, 



Theliu McCurdy, Supervisor 
Medicare B Inquiries 



by: Donni Fentress 



Service Representative 
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DEPARTMENT OF HEALTH Ik HtMAN SERVICES Soc^ti UtvfStf A0mmmf\^ 



umtNcc (x<x iVLmmt ccnysksatioh or 

, THE rOtUWIKG 

XESrOSSS IS KADS TO TKS QUZSTIONS TOU ASXD. 

/H^V At/u^^J^ jlmJ^^cjJ^ LUn^ OAJL 
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RAOlOlOGY 
NUCLEAR MCDiClNE 
ULTRASOUND 



BANE AND ASSOCIATES. M.D.. P.A. 
P O. Box 10675 
Rivttra Btach. Florida 33404 



SERVICES RENDERED AT: 



BtlUNO OFFICE 



UVi.it tVcLYW h 
61 <K} UKEMUNT CIH 



4/ y/d-J 
4/16/04 
1ST 



f 


fATiCNT \ 




OATCOr tUITH 


!ll/?8/l2 r«»ti 




n>.*^. <;ii vPR. M.I). 








BANE A^JD ASSOCIATES, M.D^ 
P.O.Box 10075 
Rwitra B«ach. Florida 33404 



4/iU/64 IH 7iUiO CHE5T-SIN0U VltH lb.<M 
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DON B. BANE. M.D. 



BANE 
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P.O. Box 10675 
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InternanonQf 
Medical Centers 
HMO 



MOtCAlCtHTUt 



uulU i*lii:> »*LAN UlSthKuuLj^nu rX>Krt 



TELEPHOHE NO. - lM*/C^'0%iO 
. MEOICAXE NO. ; lO^hl^' ^/X7 
. MEMBER NO t 



ADDRESS ! /C/// i»>ir 

Z WISH TO DISENROLL FROH; 

r>q THE COLO PLUS PLAN 

REASON- .^.f , ..y y / /.^ Z ,\ 



|«.|M«UM«AlMI 



I BEEN ADVISED AND UK^*5lSTA^^D TTVvr ALL Ht MEDICAL SERVICES, EXCEPT 
! IN CASE OF l><HRCDCr. OR Uff OF AREA URCaniY NEEDED CWIS. KiST BE PW- 
VIDED OR ARRANGED St I>C tK) INTIL M DlS£}mi>fiNT BEa>€S EFFBCTIVE. 

I 00 lofROY crorinr "nuT i ah voumakily disenrouinc frch the cold 

PLUS PUS of My OhN FKEh KlU. AfO mVE NOT REEN RHXJESTH) TO DO SO 
BY DC OR AWY OF ITS AGENTS. 
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<ii«uU)o o»it w r«.^«t. Your ^c<^KU tor <lij«nrol!.'wnt i^en 

***^ ^fe^llcar« to ciiJw* It cffcctiv. ih, Ji-n day 

JiJ^il."^"^-^^ ^ ""^^ '^^•^ Y«M viu U « forcer pf 
pC-lK) *nd Ihcrtfor*. ali wr twUcal %<tviega. c«c>nt in cm* of « 

wtll vwr d^enrolbi?nt feectm** «tfecttwi. IF «XJ ARC flwaxC) 

?SS^s^5^.-^"-^^^^ * «w wux K RSPONsnux roR fAae^ or' 

If your Hcdiort card hi! * rtd and 9oU Ik:->h) itaOc«r on it. »^ 
a^jould go to >wr IccaI Social Security Outxict ottxe% rw^i a 
repl^KUWft*. h^diccr* card w^iei will rwt Mv^i « IHT itux«. ^ft^ft 
you 9it v<wr hcw c«d. d«ixoy u» old «>•. wen 

currwit hcdicArt card. ri«*4< <io tnu <o dau ycur dla«nroU«nt 
-s^xwj •ffecti>^. iMt dAt< will be April I. i9a4 "^"""f "^ 

U v\>i havu «ny <^M^llOft^ dtxxit t.M*. plcjia, call tX^ Hrtjerihio 
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(teculon ttiiX, ^ iv^at. tour rvqouc for diMnioUmt hu bMii 
proc«j#dj^*nd M ruv« uk«d HMlicAn to smkB It «;e«:tiv« th« tin: <liy 

riMM uncfantjal th*t untU Hut dau. you vUl U a m«Uc o6 
UC-JK) and th««fort, All your w»dlcAl serviota, <xcgpt in cA*a of a 



until ycur dla^nrollmrt bacanea aff^cttv. IF VOJ AlC rUFTOSKQ) 

B£PDHE Apcii 1. 19M . wjwiaKKsraisiiurawSw 

IHCXX SEXVICCS. 

2f your Hidicar* cart haa * nd and ^sld DC-Ho atickar on it. »w 
•nould go to local Social Uoxity OUtrict octlc* and nouut * 
rvpUomnt Hidicart card *4ilch will not »uv« ao atickar. Mm 
you 9it your rmt card, daatroy tTi* old cna. 

In caaa J^ou ara datiyvd in a^wring * n^ao«wot »telicara card. olaaM 
^lix tha itficlOMd aticXar ao that It oov«n tha OH atickar on 
amnt Hidlcana card, naaaa do this on tha data your dl*«rollr»«» 
tacaiw a/faciiva. 'Rat dau will tat Ar>^M ^ >oi?P 

If ycu haw any tfMszicrm about thu. pUasa call tte HMtiarahlo 
5«vw« Oipaitfl»nt at 443-X)00. 
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teert«./Hi. ('10^* LAKLVtUNT CIRCLE 
HKllcm No. ^SNO« 107ia6U'/D 

irw th. CoU Pl« •l*! o«««l by MT-WOto ben«}l^ 
b T^' "-^ii^ to cmim It f^niv, thTflns <Uy 

!. e,nero..^v provrui^d or ^ ' 

until vour diMnmii-Mt- frwv«». w« ^TT^ ' 



trmw hkSm 



. «W urn. K RESK»«BU> FOR pWS' 

If yojc MiCAn card h*i A rwl *nd gold XHC-tto atickar on it x«i 
you 9tt jour Mw cart, <k«troy th« old ona. a^«w. wmo 

JS" q^»*tiona about ihij. plm call the H»terihia 
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Dam I Kv/ S. IW 



DwJ^./Hi. tAKCnONT CIMCLK 

iiUCi'U ACI'CG 
MlCftr* Ito. ^^^^ uOfiTrl. rt 3:]i46.i 

Ma hava raoajv«(i, varlflad and oonfixMad youc nqijaat foe dlMnraliaanc 
froa Um ColJ 7Iua ^Un offarad by DC-M to HKUcara baotflciardtM, « 
dacULon Uut wa r*>|rat. Yo^ raquaat for dUanroLlaiant Nm baan 
|XT)caa««S, and %• ha>« aahad Hadlcara to mXm i\. affaccsyw t^a iis%t day 
c« Ha • 



Plaaa* unAantMvi t^at uP ir<il tNtC data, you wiU ^ « MaOac oC 
DC*IM) and tharafora, *ll your wadlcal aarvicaa, ajcapt 1ft cam of a 
lifa thr^atamnq arwergaiicy. wnai ba providad oc anrat/iad by PC-tfO 



wtll ycxr du^fiTQlLnanc baoowa* affaetiv. IT YOJ MC FlMCLflO 



»CDICAL CMC O/XSUXr SC-MO. OOTT IN LUX-TKICAlDaiC DCCDC irS , 
KfO« Hay 1> m4 , ycU WIU, K KSKiCmZ KM YKCtOrt Of 

nose sacnas. 

If yoir HHiieara canS Km « anl goli DC-Hf) sUcKw on It, ^ 
ahou2d 90 to youc loc&l SocuL Saoirity Dutrlct Oitxcm «n3 racpjaat « 
rayl in aaant HKlicara card OUch will noc hav« an DC stlckar. ttian 
yru 9at yoJT nw card, daauoy Um old ona. 

In caaa you ara daUjpd in Mcurlng « tJpUomant .HKlicJirt ciKd« plama 
affix Lha anrlnaad stickac ao chat it ocvuci tha x>c itidoar on your 
cumnt Hidlcar* canS. Plana do thu on tha data youc diMorollMRC 
baconaa •ffactlv*. TSut data will ba May 1. I9ft4 , 

If you tWM any tpjaationi about tnij, pUaaa cmX\ tha MMb»rah!p 
SazvlcM OapartMnc at M3<-3000. 



Sinoanly, 
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D*Ui ftev 29. 1964 



HmUcat* No. 107-18><127 B 



M» hiw r»c«ived, verifUd «nd oonfliawd ycxir rwiuMt £oc di««nroUjT»nt 
from U» Cold piiH Wjn offered by HC-WO to »tedica;« bemflcmits. a 
dMzUion thkt ve r*9ret. Your ru^xut foe diMnroIIiKnt hju been 
prooeM«d. and >m h«N^ M)(ed HkUcixv to inftkA it cffectiw the first dsv 
of April . ' 

PlMM understand that vp until that date, you vlU be « trnkmr of 
DC-ttO and thartfore, your iwedieal aerviuea. «ceot in ca— of • 
Ufe threatenii^ ewergerxry, rmjat be provided or ai ranged by pc-tfO 
JfitU VDi g H^«^fv >xijnant becawea effective, if YOU AKE FlffWIgffD 
HGDIOL CATC WTSUC IhC-ttOi EDCOJT IN Ure-TWEAHXIJC EK3COCXES. 
»a« April 1. 1964 TOU WnX 8C WSJOCIBLE n» PA»«W Of 

WQSE SEJr/IOS. 

If iwr HKlicATe card hM « red and goM DC-IH) atlcUc on it, you 
•hould 90 to ywc lociil Social Security OUtrict Office t«queat « 
raplAo^ant Hk11c»c« c«rfi vhlch wtU not have an I>C atldwr. vtmn 
you 9»c your raw card, dtetroy the old one. 

In cae« you are delayed in tecxvlng « replaoament HkUcw card, ple«a« 
affix the encloeed sticker so that it covers the IMC sticker on your 
asrant Htdicare card. PXeaae do this on the date youc diemrollMnt 
effective. Tbet date wtU U April 1, 19M ^ 

pleaee call the iMership 



If yni hawv any qiMtlona about this. 
Secvioee DifiertawA et M3-30O0. 



Sincerely, 

nrsnwncHMt »cdical csmcx/wo 
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H»dlcarc No. lOT-lft'ClZTA 

«• hcvQ rK»i>»d. vtrifUd *nd oonfiiwert your reqout for dlsenioUawnt 
fxxM Um Gold Plus PUn offaDKl by DC4K) to HKlican UnaficiAciM, « 
cWcU/xx) that ^ r»9rat. Your raqueat foe dls«nroUi»nt hM bMn 
proc»it»«l, and w* hm MXad Hndlc&rt to tMitm it ««f#ctiv« tlM fuit day 
of April . 

Mmm inkntAnl that until that dat«, ypu viu ba a iwtoar of 
XMC-fK) and tharafoca, m11 ypur madlcal aarvioas, •xoapt in cam of a 
^* thra atamnq ncrqancy. ntjat ba providKl at arraoged by PC-IKJ 
until your disanroliaient beoomea effactiv, if TOU AKE FURNLgffD 
JOICAL CARE OnSIDE DC-rtO, EXCEPT IN UfT-THUJOIimC DCK2IC2S, 
BCrat April 1. 19M TOJ HILL K RESKMSIBLE FOR f A5Ma/r Of 

1HQ6E sauces. 

If ycuc Hadlcara card haa a rad M gold DC-IM^ atickar on it. you 
ahouW go to yosc local socUl Sacurity oistiict offica M raquaat a 
rapl i c aaa n t HKiicara catd which vlU DSt hcva m DC aticicar. Vtmi 
yoM gat nav card, di«troy xim old ona. 

In caaa you ara dalayad hi aacurlng a npUonant m^jjCMrm card, rltaia 
affix tha ancloa^l atickar ao ti*t it cowa tim DC atickar cn your 
cxrrar.t HKlicars card. Plaaaa do thia on tim data your diaacrollMnt 
^ M nrn aa af factlv*. That daU will ba April 1, 1964 . 

rr you hav» any (juaationa about thij, plaaaa caU tha HMbaxahin 

Sacvloaa Dapactwt at 443-3000. ■ ^ 
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•CMEFIOAIIY 
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Mr. Mica. Thank you, Mr. Levine. 

Before we go to Mori Fremon, Congressman Smith has one com- 
ment. 

Mr. Smith. Mr. Levine raised a question I think we should ex- 
plain it right now. 

The IMC/HMO's originally, and all ori^.inal State HMO s found 
that under State laws, put in what the Slate law required. Right 
now I understand IMC has about $140,000 on deposit with the 
State. 

However, when you're federally qualified to go into a demonstra- 
tion project, the>*re required to put up additional mone> with the 
Federal Government. IMC, I understand, has $5 million on deposit 
with the Federal Government. 

So, there is a difference between sole> a state HMO and the fed- 
erally qualified HMO, and the participating demonstration project 
HMO. They do have additional moneys on deposit. 

Mr. Levine. That's all I'm concerned about. 

Mr. Smith. Well, we're all very concerned about that. 

Mr. Levine. I mean, if they go bankrupt or something like, the 
public should have some security. 

Mr. Smith. Well, we've tried to make it. 

Mr. Mica. We will withhold questions until we finish the entire 
hearing. I think that did put it in, at least, perspective. Ms. 
Fremon? 



Ms. Fremon. Yes, sir. 

Congressman, Fm very glad that this meeting v^as rescheduled 
from May, which is when I was in the hospital, and Tm still 
recuperating from major open heart surgery, a quintuple bypass. 

So, my subject is iny experience with IMC and HMO. 

My ^name is Mori Fremon and I reside in Hollywood in Mr. 
Smith's bailiwick. I have lived in South Florida over 35 years, since 
October 1, 1948, to be exact. I was active as a publicist, journalist, 
editor and columnist, real estate salesman and broker, until five 
years ago, April 24, 1979, when I had a heart attack. 

I joined IMC last year, some time after having moved to Holly- 
wood from Miami Beach. First, to discontinue traveling every 3 
months to my doctor in Miami Beach, second, because the IMC/ 
HMO advertising was so effective, especially with Glenn Ford as 
most convincing spokesman. The wide range of benefits of the gold 
plus plan offered attractive advantages. 

An appointment was arranged with the cardiologist, Dr. Levy, at 
the Hallandale Medical Center, 1117 Hallandale Beach Boulevard, 
where an interview and thorough examination took place. We re- 
quested my records from St. Francis Hospital in Miami Beach, 
which supplied my most recent mfgor medical history. The derma- 
tologist at the center took care of some minor skin problems and 
prescribed medication. 

In case it appears that Tm trying to impress this committee with 
the premise that all was sugar and spice for me at IMC, that is not 
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the case. On the contrary. An appointment with a dentisti may I 

name him 

Mr. Mica. I prefer not. 

Ms. Fremon [continuing]. Was arranged. The following letter to 
Dr. Recarey, Jr., president of IMC/HMO is self^xplanatory, and I 
would like to read it since it tells of the entire incident. 

But, first, I want to report that Mr. Gerrv Atchison gave his per- 
sonal attention to my problem, which resulted in a satisfactory so- 
lution. 

My letter to Mr. Recarey was dated November 22, 1983; 

Dear Mr. Recarey. To quote from your "Letter from the Chairman * in vour first 
edition of ths IMC Journal, "and if you see some improvements that coulcf be made 
at IMC, tell us." So I'm telling you. 

I became a member of your HMO August 1, and I consider it a marvelous organi- 
zation. I have been very satisfied with the services I have received, and have Deen 
recommending the HMO to my family and friends. However, I'm obliged to come to 
a specific issue for the welfare of the organization. 

My experience with the assigned dentist has been a neur disaster. I would prefer 
to avoid a malpractice suit, which would be detrin.ental to the organization, which 
Is not my intention. Tm, therefore, presenting the matter to you for remedial action. 

I went to the assigned dentist November T. The first visit resulted m a cleanmg 
and X ray. The second visit, November 14, was devoted to a simple filling. It seemed 
strange to me that the dentist injected my cheek instead of the gum area of the 
tooth to be filled. It seemed strange, because in all the 34 vears v,ith one dentist on 
Miami Beach, all fillings were done with the injections in the gum area. 

The tooth drijlin^ by the dentist was still painful, despite the supposed numbing 
effects of the injection. Then for the next few days, there was extreme pain, and my 
left cheek swelled up looking as if there were a round object lodged in my mouth. 
Even after some of the pain subsided, the pain and the swelling was still there, even 
until today, which is November 22, although somewhat diminished. It is very diffi- 
cult ^or me to open my mouth wide enough for the intake o^food. 

Quite naturally, I telephoned the dental office last Wednesday and was told that 
this was the doctor's day ofT On Thursday, I spoke with one of his employees, who 
said he could not help me and that the doctor was with a patient. When my pa- 
tience gave jut, I used rather firm language and the doctor finally came to the 
phone on Friday, He at first firmly stated he had not injected my cheek. When I 
veo strongly brought to his attention, that although I had no expertise in dentistry, 
I had full control of my mental alertness, and was not a senile individual, despite 
hb treatment of me as such. He then said, well I must have bitten my cheek, which 
is unadulterated nonsense. He asked me to come to the office and he would take a 
look, but would not advise me as to how to bring down the swelling, nor what medi- 
cations he had used for the injection. 

Well, anyway, going to hb office wfts a long way and time consuming. In any case, 
Mr Reo^rey, I would never return to this doctor, having at^lutely no confidence in 
him. Judging from ^our eloquent ''Letter from the Chairman," 1 am sure you will 
want to take immediate and effective action in this matter. Thank you. 

Now, as I said, Gerry Atchinson made another dentist available, 
and I don't have to mention him, even though he was great. 

Mr. Mica. Let me just clarify this for all of the witnesses and for 
anyone who's going to make a statement later. 

The committee aoes not have any preference whether or not you 
would mention the specific doctor s name. At this hearing, howev- 
er, I would recommend that you not, and simply for this reason. If 
you pick out a specific individual and you maKe an allegation or a 
charge in public, you, the witness, could have some responsibility 
for that statement. 

Ms. Fremon. As a matter of fact, it occurred to me, Mr. Mica. 

Mr. Mica. So, we want to hear the problems and concerns, but 
unless you talk to your lawyer and know exactly what you re about 
to say, rd be very cautious about it. 
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Thank you. 

Ms. Fremun. An>how, since this is good, it s OK to mention this 
doctor, isn't it? 

Mr. Mica. I think so, is there a lawyer here? 

Fremon. Another dentist. Dr. George J. Vouis was available 
to me. His prognosis, written December 19, 1983, "left side had 
mandibular infection which caused pain and bwelling, which was 
excrutiating, and has persisted to now. Recommended muist heat 
and pain pills. Signed; tieorge J. Vouis, D.D.S." 

That finishes the dental; it's taken care of. 

A few days ago, I called the Hallandale Medical Center and 
asked whether I would have to go back to the dentist who had dune 
so much damage. I was informed that he was no longer servicing 
the organization. Dr. Vouis had replaced him, which pleased me. 
His office and personnel are exemplary. 

Another matter. An appointment with the optometrist. Dr. 
Howard Braverman, well, it s OK, it's good. 

Fm sorr;>. OK, his examination brought to light my damaged 
right eye, due to a broken blood vessel. His brotner, the ophthal- 
mologist, gave me indepth examinations and tests, and then detei- 
mined there was nothing he could do to alleviate the situation. 

I planned to arrange for an appi^ntment at Hadussuh HospitaFs 
world famous ophthalmolog> department in Israel, when I would 
visit my daughter and five grandsons in Jerusalem in July. 

Then, coronarv complications developed, a stress test at Miami 
General Hospital resulted in hospitalization at Mount Sinai Medi- 
cal Center, with which IMC has an affiliation. 

Very brief. I entered May 7, received a catheterization May 8 to 
determine what procedures were to be followed. 

Later I was told that 20 cardiologists. Dr. Philip Samet s team, 
met that afternoon and studied the slow motion pictures of my 
catheterization test. The> unanimously agreed that a quintuple 
bypass operation was necessary. 

May 10, 1 was brought down to the surgery department to be pre- 

Cared for the operation the following day. The team of surgeons 
eaded by Dr. Jack J. Greenberg, among them Dr. William Yahr 
then took over. Several weeks later, I was informed that I had had 
98 percent blockage. 

I cannot possibly find enough w^^rds for praise and gratitude I 
owe to the staff at Mount Sinai Medical Center, the cardiologists, 
surgeons, nurses, aides of. all kinds, clerical, et cetera without 
sounding saccharine. Fm here, living proof, very much alive and 
well, and I readily say that the staff of IMC, including those at 
Miami General Hospital, were initially responsible for saving my 
life by their diligent and caring attention to my problems as they 
arose. 

There are many names to mention, Alice Cirillo, the manager of 
the office. 

OK, OK no more, Gerry Atchinson, who helped me solve a lot of 
problems. 

Mr. Mica. Thank you, if we can move on to Mr. Custage. 
Ms. Fremon. Please, as to the last paragraph. 
Another arrangement with Dr. Robert Segall was arranged, but I 
had to be here today, and so it will be rescheduled. 
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Mr. Mica. OK, thank you. 

We'll put the entire statement in the record. 

[The prepared statement of Mori Fremon follows:] 

Notes: For the appearance before a congressional committee. 
Subject: My experience with IMC-HMO. 
Date: July 9, 1984. 

My name is Mori Fremon. I reside at 2401 South Ocean Drive, Hollywood, Florida. 
Mv phone number is v305) 925-7531. 1 have lived in South Flondn over 35 years <0o- 
tobcr 1, 1948). I was active as a publicist, journalist, editor and ^nlumnist, real 
estate salesman and broker, until Hve years ago ^Apnl 24, I979>, when I had a heart 
attack. 

I joined IMC last year, some time after having moved to Hollywood from Miami 
Beach. First, to discontinue traveling every three months to my docior in Miami 
Beach, second, because the IMC-HMO advertising was so efTective, especially with 
Glenn Ford as most convincing spokesman. The wide range of benefits of the Gold 
Plus Plan offered attractive advantages. 

An appointment was arranged with the cardiologits ^Dr. Ljjvy) at the Hallandale 
Mcdica! Center (HIT Hallandale Beach DIvdj, where un interview and thorough ex- 
amination took place. We requested mv records from, St. Francis Hospital, which 
supplied m> most recent m^jor medical nistory. The dermatologist took care of some 
minor skin problems and prescribed medication. 

In case is appears that I'm t^rying to iinpress this Committee with the premise 
that all was sugar and spice for me at IMC, that is not the case. On the contrary. 
An appointment with a dentist was arranged. The following letter to Mr. Migi^el 
Rccarey, Jr , President of IMC HMO is self-explanatory and I would like lo read it, 
.since it tells of the entire incident. (Head the letter.) 

But first, Mr Gerry Atchison s personal attention to my problem resulted m a 
Solution He arranged for an appointment with another dsntisU I would also like to 
read Mr Recare> s reply. (Copies of both letters are made available to this Commit- 
tee.) 

Another dentist, Dr George J. V'ouis, was available to me. Hia prognosis, written 
December 19, 1983, '*left side had mandibular infection which caused pam and swell- 
mg» which was excrutiating, and has j^rsisted to now. Recommended moist heat 
and pain pills. Signed: George J. Vouis, D.D.S." 

\ few davb ago I called the Hallandale Medical Center and asked whether I would 
have to go back to the dentist who had done so much damage, I waa informed that 
he was no longer servicing the orcaniiation. Dr. Vouis had replaced him, which 
pleased me. His office and personnel are exemplary. 

An appointment with the optometrist. Dr. Howard Bravcrman, was arranged. His 
examination brought to light my damaged right eye, due to a broken blood vessel*. 
His brother, Stanley, the Ophthalmologist, gave me in^epth examination's and 
tests^ and then determ'.ned there v\us nothing he tould do to alleviate the situation. 
(He IS no longer servicing IMC patients.) 

I planned to arrange for an appointment at Hadassah Hospitals world-famous 
Ophthalmology Departr^cnt In Israel, when I would visit m^ tl<iughter and five 
grandsons in Jerusalem in July. 

Then complications ^i.oronary; developed, a stress test Miami General Hospital 
resulted In hospitalization at Mount Sinai Medical Center, with which IMC has af- 
filiation. 

I entered May 7. received a catheterization Ma> 8, to determine what procedures 
were to bo followed. 

Later I was told that twenty cardiologists iDr. Philip Samet's tcam> met that 
afternoon and studied the alow motion pictures of my catheterication test. They 
unanImousI> agreed that a quintuplet bypass operation wus necessary. May 10, I 
was brought duwn to the surgery department to be prepared for the operation the 
following day. The team of surgeons headed b> Dr. Jack J. Greenberg, among them 
Dr Wm. Yahr then took over. (Several weeks later I was ini^rmed that I had had 
98% blockage.) 

1 cannot {>06sibl^ find enough words for praise and gratitude I owe to the staff at 
Mount Sinai Mc-dical Center, the cardiologists, surgeons, nurses, aides of all kinds, 
clerical, service personnel, without sounding sacxhanne. I'm here, living proof, very 
much alive and well, and I readily say that the staff of IMC uncluding those at 
Miami General Hospital) were initially responsible for saving mv life by their dili- 
gent and caring attention to mv problems as they arose. As foi Mount Sinai, I dis- 
cussed a way m ^rhich I could show (in a small way; July 16, Tm scheduled to 
return to Mt Sinai for a checkup by the surgical team. 
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An u> the Ophthulmulj^tst who rcplavcd Dr. Bruvurmun* Dr. Hubert Scgall, as an 
uccuinudutiun tu mu, IMC had arranged an appuintmvnt lo ubtatn a accund <?piniun. 
Huwcvur, it wu» necessary tu rtn^chcdulc the mcvting with him in under for me t^ 
appear here today. 

Thank you. 

Mori Fremon, iNa, 
nolhUH>od, FL, November ISSS. 

Mr, MiGUKL Recarky, Jr., 

Chairman, International ^fcdical Centers, 

75 East 7th Street, Hialiah, FL 

Dear Mr. Recarey. To quote >ou from >our Letter frum ihe Chairman", in your 
first edition of the I.M.C Journal, "And, if >ou see some improvements that could 
be made at I.M.C, tcll us." So, Tm teUing. 

I am a recent member of II.M.O.t ^August Ist/, and I consider it a marvelous orga- 
nization. I have been veo satisfied with the services I have received and have been 
recommending HMO to my family and friends. 

However I am obliged to come to a spcxiftc issue, foi the welfare of the organiza< 
tion. 

M> experience with the assigned dentist, Dr. Lcc Cosier, has been a near disaster. 
I would prefer to avoid u mal practice suit, which would be detrimental to the orga^ 
mzation, and which is not m> intention. I am therefore presenting the matter to 
you for remedial action. 

I went to the assigned dentist. Dr. Lee Cosier, at 339o Shendon St.. Hollywood. 
The first visit iNov. 7; resulted in a cleaning and X Rnya. The second, Nov. 14, was 
devoted to a simple filling. 

It seemed strange to me that the dentist irviectcd m> cheek instead of the gum 
area of the tooth to be filled. It seemed strange, because in all the thiit> four >earb 
with one dentist on Miami Beach all fillings were done with irvjections in the gum 
area. 

The tooth drilling* b> Dr. Cosier was still painful, despite the s^ppusetl numbing 
effects of the injection. Then, for the next few da>s there was extreme pain, and my 
left cheek swelled up, looking as if there were a round object lodged in m> mouth. 
And, even after some of the pain subsided, the pain and the swelling were still 
there, even until toda>, <Nov. 22/, although somewhat diminished. It is ver> difficult 
for mc to open my mouth wide enough for the intake of food. 

Quite naturally, I telephoned the deiital office lost Wednesda>. and was told that 
it was Dr. Cosier s da> off. On Thursd<;> I spoke with one of his employees, who said 
she could not help me, and that the doctor was with a patient 

When m> patience gave out I used rather firm language and the doctor finally 
come to the phone on Frida>. He at fiist firml> stated that he hod not irviected my 
chL>ek. When I verv stronglv brought to his attention that althout;h I had no exper 
tise^ in dentistry, I hod full control m> mental alertness, ana was not a senile 
individual, despite his treatment ofmc as such. 

He then said, well, I must hove bitten mv cheek, which is unadulterated non* 
sense. He tisked me to come to the office ana he would take a look, but would not 
advise me as to how to bring down the swelling, nor what medication he had used 
for the injection. 

Going to his office from where I live is a time ct^nsuming trip of approximately 
four hours, taking two buses, each one scheduled at one-hour intervals. 

It seems to me that another dentist cOuld be selected to cover the area m which I 
hve and where the HMO office is located* 11X7 Hallanaale Beach Boulevard. 

In an> case, I would never return to Dr. Cosier, having Ssolutel> no confidence 
in him. 

Judging from >our eloquent Letter from the Chairman \ I am sure >ou will want 
to take immediate and eilcctivc action In this matter 
Sincerely, 

Mori Premon. 



|N*<UIKAT10NAL MeDICAL CeNTKRS HMO, 

Boynton Beach, FL, January 4, 1983, 

Mori Fremon. Inc.. 

2401 SL Ocean Drive, No. 2608, Hollywood, FL 

Dear Ms. Fremun. As President of International Medical Centers, it is always a 
pleasur($ to hear from people like yourself who lake a genuine interest in the wel 



fare of our organization. You arc cornxt in osauming that wc arc a health nuuntv- 
nance urganlzatlun with our priorities bet un tunlmuuua inipruvement, in order to 
provide quality health care. 

We arc Indeed In agreement v\ith vuur concept of the HMO aa the health care 
system of the future. It is this ver> Kind of enthubuistu support whuh you have 
demonstrated that contributes to our success. 

Please accept m> apologies fur what mav appear to be a rather length> delay in 
response to your letter of Nuvember 22, 1S)B3. liuwever, I have been kept current of 
vuur Altuatlun by uur Corporate Dcvclupment Office and have been awaiting a rcso' 
lutlon to >our problem. I am pleased tu knuwn that we have been of service to yuu 
and were able tu pruvlde yuu with the nccc»s»*»r> medicul care yuu had rcqucbtcd. 

Mureover* m> Intention is that this unfurtunatc situation ha^ been completely re< 
solved to your ^itlsfaction. Yoa have m> sm<.erest regrets for any pain and incon* 
venlence which >ou may have ex|>eriGnced previuusl>. I unl> hope that uur cuntm- 
ued demonstratiun uf i>ervicc and cunccrn fur >uar welfare wili resiure >uur faith in 
our organization and its goals. 
Very truly yours. 



Mr. CusTAGE. Ladies and gentlemen, my thanks to the Congress- 
men for inviting me to tell my story today. 

I don't have a formal written statement. I come to tell yuu about 
the terrible time that I spent In 24 hours trying to help an 81-year 
old woman who was dying, and had a OS-year-oId husband. 

They live in a one-room condo, and don't get the idea, grandeur 
of condo. This Cundo cobt $19,000, and represented their life savings 
when they bought that condominium. 

Now, this is what happened. 

I got a call from Mr. Cherry, and I've known him for 50 years, 
and I was told that his wife, Celia, who Is 80 years old, had an inop- 
erable case of cancer and was dylng> and in the time that it was 
discovered to the present date, she had lost over 50 lbs. and she 
wasn't feeling well. 

I asked him what his assets were, et cetera, and what help he 
was gettii,;g. He explained to me that he had iolned HMO Gold 
Plus, and with all the free Inducements, the glamour, et cetera, 
and they were doing the best they could. 

He called them, and the> found that bhe was dehydrating, and 
the> immediately put her into Humana Hospital. I went to vibit 
her there, and 1 found that she had feeding, intravenous feeding 
and other care that she, obviously needed. 

It was obvious to anybody that the woman was dying. I now 
asked the nurse If I could talk to the doctor. She made a call, but 
the doctor was not available, but he would call me back. He never 
called me back. 

I asked her what they were doing for her, ,^nd they said they 
were trying to make her lust days as comfortable as possible, but 
we all understand what the situation was. 

Unfortunately, there was no ]*fe I could save, except that the 
next day, I got a call at 6 o'clock In the morning from her husband, 
hysterical on the phone. I asked him what happened? 

^ Oh, the HMp doctor had decided that she now had become custo- 
dial, and didn't fit into the plan, and so he discharged her without 
any^ regard as to what would happen to her, and what care was 
available. 



Miguel Recarey, Jr., PrcstdenL 



Mr. Mica. Mr. David Custage, please proceed. 

STATEMENT OF DAVID CUSTAGE 
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At 7 o'clock at night, an ambulance pulled up, dumped her into 
the room, and this is the scene I saw wnen I got there at 7 o'clock 
in the morning. 

I walked into the small bedroom and this 80-year-old woman was 
lying naked on the floor moaning, she had fallen ofT the bed. The 
husband, who is 93 and 4 feet tall, was hysterical. He had been up 
all night; he didn't know what to do next, and he felt the best 
thing to do was to lay down alongside of her, and they would both 
go out. 

I immediately got on the phone, and I called the hospital, and 
they explained to me that they have to follow orders. HMO had 
discharged her, and that's that. 

I then started the first of 26 phone calls, and I have documenta- 
tion, and here's what I heard. 



al" Well, I had to go to the law books and so on to find out what it 
meant, but certainly the wonderful brochure of HMO, which tells 
you all the benefits, no charge, no charge, giving you the whole 
world, but here in the bottom. In small print, mixed up with a lot 
of other situations, where you have to be a medical man to know, 
was that care for custodial service was excluded. 

I pleaded with the people at HMO, and I was transferred from 
person to person, and each one responded to me the fact that there 
was not their responsibility, and I pleaded, and finally I stood up 
and I asked for an officer of this HMO. I'm not mentioning names. 
What I am saying is to point out that there are exceptions. In this 
particular case, I finally got to this officer, and I pleaded with him 
to help. 

It was a matter of a short-term, I don't know how many days, 
but for out of decency to a human being would they please arrange 
to take her back into the hospital. 

'^No, no, go get yourself a nursing home, et cetera, et cetera," 
and finally when I became inbistent, and told him I would call Con- 
gressman Mica, he said, "What are you trying to do, threaten me?" 

Now, my business experience for 35 years or more, was in the fi- 
nancial world, and I helped finance businesses, and I had worked 
with people and I had a pretty good record to show it. 

I have documentation for everything that I'm saying. 

I then decided that there was no way that I could get any help. 
The hospital had already told me that what they found was that 
the laws, the rules, were faulty. The HMO laws and rules were 
faulty Medicare was faulty because they led a category of people 
and all of us one day may be in that category where we need custo- 
dial help, and we are not covered by medicare, medicaid, or Gov- 
ernment. We are left to be on our own, and if I hadn't gotten in- 
volved in this situation, \vho would talk to this man Mr. Cherry? 

They never had a car in their life. They never had any luxuries, 
they vx)0/t their life savings to buy this condominium for peace of 
mind, and when they heard the glamorous story of what the HMO 
does l^^r you beyond Medicare, gives away free, free, free every- 
thing, this man figured well, with his limited resources since he 
didn t have to pay any dues, he didn't have to pay any fees, all he 
had to do was sign up. 



'Well, the HMO is no longi 



lible because she is custodi* 
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Well, he did, and what happened? I went through the horror of 
this until finally m> prayers were answered. I remembered that 
Congressman Dan Mica was on the committee for the aged people, 
and this was a case that he should know about. 

Those aging j>eople who are not able, don't have transportation, 
spend 2!i hours on a bus to get to a doctor or a hospital, and of all 
people, I've got to extend at (his time, my thanks to a member of 
this staff, who was truly an angel. Her name is Diane Kohl, and 
she's sitting right there. 

We have never met before, but she responded. She responded m 
such a way that was incredible. She got on that phone and she got 
busy. 

Mr. Mica. I hate to cut you off while you're praising my staff. 

Mr, CUSTAGE. Let me say this. I'm trying to be briefv but this Is 
truly important for this reason. If I can save one person from the 
horror that I went through, let me tell you the end of this. 

I got a call from the director of the Humana Hospital, who told 
me he had a bed, but the HMO doctor refused to admit the patient 
back, and he was helpless. 

I called my own doctor In Boca Raton Hospital, and he was help- 
less, and then the time quotient came In, and the Social Service 

Eersor at Humana Hospital, another angel, and I want to mention 
er name, Beverly Slattery. She said to me, "Run down to the 
State Department of Health and Rehabilitation Services OfTice and 
file an application to get her out of HMO, and let s see If they can 
help." 

It was very interesting. I went down there. It would take 2 to 3 
weeks, possibly 4 weeks to handle the paperwork. 

Now, when a person s dying, did I have 4 weeks? I didn't know if 
I had 1 da.YS, but I was looking for her to have a decent place to be 
with help. 

I called Hospice. They promised to send a nurse. I finally called 
back, and apparently somebody had reached the HMO Office be- 
cause now they were answering the phone, but constantly reading 
to me the rule that they weren't responsible. 

I said, "Look, what can you do for me now?" Thev said, "OK, we 
will send a nurse." "How soon will she be here?" "Half-hour." 

A nurse came like hours later and apologized that they were so 
short of help that she even gave up her lunch hour to come. She 
was a wonderful nurse, but she did something that I questioned. 
She made a prescription for morphine, and I wondered, are nurses 
qualified to give prescriptions? 

Now, but, we accepted it, because anything to take this pain 
away from this woman, laving there and moaning, dying. 

I then got a phone call after many, many phone calls that ar- 
rangements had been made— — 

Mr. Mica. Will you please summarize? 

Mr. CUSTACE. I'm going to summarize. 

An ambulance finally came and took her to Humana Hospital, 
took her back to Humana Hospital. 
A Voice. All right, that's enough. 

Mr, Mica. Let me just say agam, we're warning each of the wit- 
nesses and we're asking them to summarize, but let me just sa>, 
with the number of people In this room, weVe going to have to ask 
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that we don't have an> outbursts, and I will pledge right at this 
time, that Til try to cut each one off at 5 minutes, and give them 1 
minute to summarize, but we cannot ha that, it will create a dif- 
ficult problem. 

Mr. RiNAUX). Mr. Chairman, I think it should be pointed out to 
everyone here, particularly the witnesses, that anyone who has 
printed testimony, that testimony is included in the record in full 
Every Member of G)ngress, every member of the full Committee on 
Aging, gets a copy of that report in which all the testimony is 
printed, so there really is no reason for any duplicative effort, be- 
cause it s going irito the record. You don't have to sav every word. 

If we don't stop it at the 5-minute mark, other people down along 
the line are going to be deprived of their time to speak. 

Mr. Mica* With, we'll go on to the next witness. 

Mr. CusTAGE. May I sum up one point, pJease? 

A Voice. Mr. Mica, this is becoming a marathon with these 
people. Please, we got a lot of people here. 

Mr. CusTAGE. Thank you for the opportunity. ^ 

Mr. Mica. The next witness is from the Florida Insurance Com- 
missioner s Office, the Chief of the Bureau of Allied Lines is Clyde 
Galloway, Jr. Mr. Galloway, please proceed. 

STATEMENT OF CLYDE GALLOWAY, JR. 

Mr. Galloway. Thank you, Mr. Congressman. 

On behalf of Mr. Gonnar it is a pleasure to be here and we 
appreciate the efforts that your office and this committee are putting 
forth. 

If I could, ril be brief, but at this i>oint I'd like to read one quote 
from the statute that I think surmises the basic intent and the 
posture that the State of Florida recognizc-s HMO's. 

*'Faced with continuation of mounting costs of health care, cou- 
pled with the State s Interest In high quality care, the Legislature 
has determined that there is a need to explore alternative methods 
for the delivery of health care services, with a view toward achiev- 
ing greater efficiency and economy in providing these services,"^ 

It is from this humble basis that the administration of HMO's in 
Florida began, and briefly, what I will try to do is give you^^Um- 
mary of how regulation is taken care of in Florida. \^ 

There are two separate state agencies responsible for the>other 
side of this industry. The Department of Insurance and the De^Jij^ 
ment of Health and Rehabilitative Services. J 

Jointly, these two agencies participate in the initial review proc- 
ess to determine licensing or capability of any applicant. 

They also join forces in the regulation from an independent 
standpoint so that the areas they're charged with to determine the 
continued statutory compliance. 

However, the separate agencies do monitor different aspects of 
the industry. 

The Department of Health and Rehabilitative Services is respon- 
sible for the regulatory controls over the quality of care that is 
being provided from a medical standpoint 
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HRS also reviews the capability of the delivery system to deter- 
mine the sufficiency of the medical services that are to be provided, 
and are in fact, being provided once an applicant is licensed. 

On the other hand, the Department of Insurance reviews the 
business aspect of the industry, such as financial status of a pro- 
spective applicant, and the continued status once an applicant is li- 
censed, the marketing endeavors, the contractual arrangements 
and Complaints. 

The financial status is certified with the Department of Insur- 
ance by company officials on a quarterly basis. This information is 
reviewed in-house, as well as field examinations ueing conducted 
no less than once every three years. Marketing materials used in 
the manner which misrepresented the services of the organization, 
or which IS determined to be deceptive or misleading, could provide 
the grounds for administrative release, such as suspension or revo- 
cation of the license. Further, the Department of Insurance reviews 
the contractual arrangements to be entered into by the HMO with 
members of the public to determine the sufficiency of the rates and 
the services that are being provided from the standpoint of their 
compliance with the statutory guidelines, both on the State level 
and within the guidelines of some of the Federal requirements. 
Also, the Department of Insurance reviews and participates in 
claims disputes for a lack of a better determination or designation 
as an arbitrator. Our major input in this area is to act an interme- 
diary to negotiate between the prospective claimant and the HMO, 
where disputes have arisen. 

This briefly outlines the regulatory scheme that is currently in 
force in the State of Florida from a State aspect. Since this is a 
review of the Medicare Program, the pilot program here in the 
btate of Honda I ve been asked to give you a few indications of 
some of the problems, or problem areas that we've had or experi- 
enced The major problem that we saw initially was a lack of un- 
derstanding about the concept of HMO's to begin with. 

Individuals that desire to participate in a HMO should be made 
aware of the aspects of a HMO before they join. For example, they 
should understand that the lack of freedom of choice is going to be 
incumbent upon their membership. 

Individuals must understand that once they join an HMO, they 
are required to use its medical personnel, except in certain in- 
stances, and those are illuminated in a contractual arrangement 
that they enter into, 

°^ ^'^'^ profe-ram must be attuned to the clientele 
that they are to reach. Advertising to medicare beneficiaries must 
be carefully prepared in an understandable fashion to avoid mis- 
conception of the program. 

•The other mjyor areas that we attain problems is the enrollment 
and disenrollment process; however, it appears from what we can 
see in determining this, that as a result of HFCA's effort the proce- 
dure has been expedited anu is operating at a greater level of profi- 
ciency currently. ^ 

Recognizing the relative youth of this industry in Florida and the 
accomplishments thereof are very encouraging at this point. 
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As a result of the labors of those associated with this industry 
the citizens of Florida are now participating in a viable alternative 
health care delivery system today. 

Thank you. 

[The prepared statement uf Clyde Galloway, Jr., follows;] 

PREPARKD StATE.MENT OF ClYDE G ALU) WAY, FluRIDA INSURANCE CO.M.MISS!Oi^ 

As a brief histor>, rugulutiun uf Heullh Maintenance Or^anLalions in the State of 
Florida commenced after the 1972 Legislative Session. In its ei.as.tment the Lcgisla 
ture made the following Declaration of Legislative Intent: 

thii.liHb Faced with the conlinuulion of mounting costs of health care» Coupled 
with the State's interest in high qualit> care, the Legislature has determined that 
there is a need to explore alternative methods for the delitcr> of health care sen 
ices, with a view toward achieving greater efficiency a.id economy In providing 
these services. « . . i . 

U> Health Mauitcnance Organizations, consisting of pre paid health care plana, 
hereinafter referred to us plans" are developing rapidly in many communities 
Through these organizations, structured in various forms, health care services are 
provided directly to a group of people who make re^lar premium payments. 

These plans, when properly operated, emphasize effective cost and quality con 

trOlS. r I • U l*U 

It is apparent from this statement that the enhancement of an alternative health 
car^ delivery industrv, which provides the proper quality assurances, has received 
the blessings of the Florida Legislature. . »^ , 

After providing the above Statement of Intent, the Legislature further clarified 
the manner in which this blossoming indu&try should be regulated. The regulatory 
jurisdiction regarding Health Maintenance Organizations was concurrently vested 
with two Slate a^enteis, the Department of Insturance and the Department of 
Health and Rehabilitative Services. 

Jointly, the agencies participates in the .*^view of prospective applicants to deter 
mine initial compliance. Likewise, the ai^encies join forces in the pursuit of admmis- 
trail ve remedies once it is determined that a licenced entity no longer satisfies the 
statutory mandates. However, individually the resptxlive agencies monitor dilTerent 
aspects of this industry. 

The Department of Health and Rehabilitative Services is responsible for the regu 
latory controls regarding the quality of care provided by the respective ^ealth 
Maintenance Organizations, Futher in this regard, the Department of Health and 
Rehabilitative Services reviews the capability of the delivery system to determine 
thesufficiency of the medical services being provided. r . • j 

The Department of Insurance reviews the "business" aspects of this industry, 
such as the financial status of the entities, marketing endeavors, contractual ar 
rangements, and claims disputes. The financial status of an entity la certified to the 
Department of Insurance by company officials on a quarterly basis The use of mar 
keting materials in a manner that misrepresents the hcrvices of the organizations, 
or which icould be> is determined to be deceptive or misleading, could provide a 
grounds for administrative relief. Further, the Department of Insurance reviews the 
contractual arrangements to determine the statutory compliance of the rat^ 
charged and the services provided therein. Also, we participate in the review of the 
claims disputes as, for the lack of a better desigpatlon, arbitrators, this review is 
geared to determine legitimacy of the particular dispute In question. ^ 

This briefly outlines the general regulatory scheme applicable to Health Mainte 
nance Organizations in Florida. . 

There are certain concerns which apply epcxifically to those Health Maintenance 
Organizations participating in the Medicare Demonstration Program, which I will 
discuss now: , u r u 

I. Individuals desiring to participate in the program need to become aware of the 
operational aspects of a Health Maintenance Organization before they join This cnri 
bodies informing future parlAcii3j;nts of the lack of ''freedom of choice . Individuals 
must understand that once they join a Health Maintenance Organization they arc 
required to use the medical personnel thereof, except in certain Instances (out of 
area coverage and emergencies). , . • • 

I, The advertisement of this program must be attuned to the clientele that is la 
be reached by this endeavor. Advertising the Medicare beneficiaries must be care^ 
fully prepared in a clear and understandable fashion so as to preclude the establish 
ment of misconceptions regarding the benefits of this particular program 



43 



39 

3 The enrollment ai.d dlsenrullment process has generuted concerns in the past. 
However, it appears that the continued review of thcs« procc»durcs has produced a 
greater level of proficiency. 

4 The quality of Care Issued Is one that is encumbent in any review of this indus- 
try, whether it be on the Federal, State on local level. 

Recognizing the relative use of this Industry in Florida, the level of u uccomphsh- 
ment^ achieved at this point in time are very encouraging. In fact, as u result of the 
labore of those associated with this Industry, the citizens of Florida are successfully 
participating in this alternative health care delivery system today. 

Mr. Mica. Our next witness is from the U.S. Health Care Financ- 
ing Administration, Mr. Wayne Fowler, who's the Director of 
Health Plan Operations. 

Mr. Fowler? 

Mr. Fowler. Thank you. 

If I may, I would just bummarize with submitted written testimo- 
ny. 

Mr. Mica. Without objection. Your entire testimony and as we 
said before, all testimony will be submitted in its entirety in the 
record. 

STATEMENT OF WAYNE FOWLER 
Mr. Fowler. Thank you. 

The Health Care Financing Administration recently published a 
regulation to implement the new Tax Equity and Fiscal Responsi- 
bility Act of 1982, which changes the way HMO s are reimbursed 
under medicare. 

We will reimburse HMO's simil^Hy to the way they're paid 
under the demonstration projects today. We think this new regula- 
tion and new law, the 1982 law, will have significant impact on the 
delivery of health care within the country. 

The experience that we've gained here in the demonstrations 
will be invaluable in helping us administer that program. 

I might give you just a few numbers here. Regarding medicare 
beneficiaries enrolled in the demonstrations in the Florida area, 
there are 30,000 enrolled in the Miami area, there are 22,000 en- 
rolled in the Palm Beach area, 24,000 in Broward, and 19,000, in 
the Tampa-St. Petersburg area, or a total of approximately 95,000 
people. 

In the Miami area this represents a 10 f)ercent concentration of 
the medicare eligible population there. With the implementation of 
the new law that emulates the demonstrations, we ex[)ect signifi- 
cant and rapid growth in the number of medicare beneficiaries who 
join HMO's. 

We feel that the demonstrations here in Florida have been suc- 
cessful, and we have learned a great deal about administering 
HMO provisions from this. 

ril be glad to take any questions that you may have. 

[The prepared statement of Mr. Wayne Fowler follows;] 

Prepared Statement of Wayne Fowler, Director, GRObP IlLAi-ni Plan Oper- 
ations Staff. Blreal of Program OPFAAnoNb, or niF, Health Care Financing 
Administration 

introduction 

I am pleased to be here today to discuss with >uu the effurta of the Health Care 
Financing Adnoinistratloh (HCFA; to encourage competition in the health care 
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market placu b> fobtcring high quahl>, cubl-cfTLxlivc health ^aro delivery alturna* 
tives. 

I believe you aru aware of our long-standing mten , *t\ maintenance orga- 
nizations JIMOs) OS pnrticularlv promising delive; ^ncmg alternatives. 
Since 1978, HCFA has supported manv HMO demon. ♦ projects which have 
[>ruvidud in^untivL's fur in^reosL^i cnrulfmcnt of Mudi^ai^ DcnufKiaricb and reduced 
Medicare benefit costs tlirough capitated reimbursement. 

Wc have bcun particularly anxiuub tu fostur suffiuunt competition as tu dutLXt 
^shcthcr competing alter natisu health plans can generate general market effects. As 
recently as twu years> ago, Hal Luft, an expert in HMOs and prufessur of health 
policy at the University of Califurnia at San Franc^bCu, was unable tu detect market 
effects in several "cumpetitive" area^ he studied. He h>pothesiM.'d thai the comfjeti- 
tive envirunment in an> une area had not reached the critical point at svhich firms 
had lowered prices tu attract clients. Now we feel that pomt is attainable, at Icmt in 
dume geu^raphiu areas, with the participatiun uf the majur Federal payors, Medicare 
and Medicaid. B(U>ed in pait un the knuwledge gained through uur dcmuristratiun 
prujucto, wc arc nuw and(.'rtaking to implement legislat«un svnich £.huuld result in 
greater participatiun uf Medicare beiieficiarieb in health nuuntcruince urgaiu^atiuub. 
We have rwentlv pfuposed a regulation to implement the pruvisiun uf the Tax 
Eijuity and Fiscal Rc*sponbibilit> Act of 1982 vTEFRA* which establishes new incen- 
tives for beneficiaries to enrull in HMOs and Competitive Medical Plans. The regu- 
latiun provides fur Medicare reimbursement at up tu do percent of the Adjusted 
Area Per Ciipita Cost vAAPCC> for a specific geugraphic area. The AAPCC is adjust- 
ed according to variatiuns in the Medicare population b^ ago, sex, welfare statub, 
and institutiunal btatus. We pa> the HMO a weighted average uf the AAPCC biised 
on the HMO's specific enrullment uf Medicare beneficiaries. Under the new TEFRA 
provision, if wc calculate that the HMO's custs are luwcr than 95 percent of the 
AAPCC, the HMO must either return the difference tu beneficiaries in enhanced 
bencfiti;, or accept the lower payment. 

Based on our demunbtratiuns that have served thousands uf elderl> and disabled 
Americans, we believe that Medicare beneficiaries will select HMO cuverage when 
they understand its advantages for them. These advantages cuuld include a more 
comprehensive benefit package and lower out*orpocket costs. 

As a result of TEFRA, we expect a dramatic rise in IIMO enrollment for Medi- 
care beneficiaries ud b> as man> as C00,000 beneficiaries in the next three tu fuur 
years, with a 30 tu 100 percent increase in the number uf cuntracts between HMOs 
and Medicare. 

I wuuld nuw like tu describe tu >uu uur u\erall research prugram in health care 
cumpetitiun, which i>erved a^ the laboratory fur this reimbursement innuvation, and 
then turn tu a dis^cubsiun uf uur HMO demunstratiun prujects in Flurida, which i 
know arc of particular interest to this Committee. 

MEDICARE COMPKTITION DKMONSTIIATIONS 

In the Spring uf 1982, HCFA issued a Request fur Pruposal to implement demun- 
stratiuns tu test alternative cumpetitive mudelb fur delivering healtli care tu Medi> 
care beneficiaries. Our intent wa:> to encuurage cumpetitiun amung insurers and 
providers uf health care b> alluwmg Medicare Deneficiaric*s a chuicc uf alternative 
health planb <AHPsy, including HMOs. AHPs wuuld cumpete fur beneficiaries by 
ruvidm^ more aiiractive benefits at reduced cost^ to beneficiunes. Each alternative 
ealth plan wuuld recetve payment in advance fur each enrulled Medicare benefici- 
ar>. The pruspective pavment rate wuuld be do percent uf what Medicare wuuld 
have paid for each cnrollee in the fee-for-service system. 

HCFA had implemented Medicare cunipetitiun demonstrattuns thruughout the 
cuuntr>, includmg thuse in Miami, West Palm Beach, and Tampa. In six uf the geo> 
graphic area:>, frum twu tu five alternative health plans cumpete fur a share of the 
Me-dicare market. In 13 other areas, une AIIP will enter the McHJicarc market fur 
the first time under a risk cuntract, thub creating a strung impetus fur cumpctitiun 
effects to take hold. 

To date, over 172,000 have enrulled in 2G AHPs already in uperatiun thruughout 
the cuantr>. WV* expect most uf these urgam^atiuna to cunvert frum demunstratiun 
statub tu regular prugram uperation bhortl> after publication of the final TEFRA 
implementing regulations. 

FLORIDA HMO DEMONSTRATIONS 

A particularly intere:)ting btud> area is Miami, where five HMOs are now compet- 
ing. To date, these five HMOs have enrolled appruximatel> 30,000 beneficiariL*s 
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(nearly ten percent penetration) in less than tv^o >eurs. Twu of the HMOs urc offer 
ing packages with bcneHU Nvell be>und those nuituall> covered b> Medicare such as 
drugSt e>eglasses, dent4\I services, hearing aids* preventive services, unlimited huspi 
talizatiun, and ehminatiun uf deductibles and cupa>s. These additiunal benents are 
provided at no premium charge to the beneficiary. 

Of the other three HMOs, two charge a low premium air.uunt and one recently 
eliminated its premium altiigether, in urder to improve it^ cum(ietitive market post 
tion. 

We attribute the enrullmenit success tu the rich benefit packages being ufTerc^d. 
AU uf the HMOs are ver> active in their marketing campaigns 4ind use local mediO 
tu present tu all Medicare beneficiariL^s the advuntagc-s uf their alternative over fee- 
for-scrvice. 

The five HMO demunstrations in Florida are International Medical Centerb 
\IMC;, Comprehensive America!. Care* Incorpuratc-d <CAC> Jurmerl> Clinica Associa 
tiun Cubana) Av Mvd Health Plan, Health Care of Broward, and Group Health of 
South Flundix. OAiginallv, &]\ plans were appruved for operation in Dode and 
Bruvvard Count»«^. At the request uf several of the HMOs, HCKA approved expan- 
siutt uf their service areas to include Palm Beach and Tampa. St. Petersburg. Pres- 
entl>, a tutal uf approximatelv 9G,000 bcnefiLiaries are enrulled in Flurida demun 
strations, 30,000 in Miami, 2:1,000 in Palm Beach, 24,000 in Broward County, and 
19,000 in Tnmpa/St. Petersburg. 

IMC 

International Medical Centers vIMC; is an HMO serving residents of Dade, 
Broward, Palm Beach, HiU&buruugh, Pascu, and Pinellas cuuntif;&, Florida. IMC is a 
federally iiualified' HMO in the Miami area ai«d is seeking Fc-deral qualifiuitiun in 
the West Palm Beach^ Tampa Ba> areas. IMC is b> far the largest Mc-dicare HMO 
cumpetitiun demunstratiun with regard tu enrulhtient uf beneficiaries. IMC current 
1> s«;r\'cs approximatel> I16,GO0 members, JB0,000 uf which arc Mc-dicare benefiLi- 
aries in the demun&tratiun prujecU IMC projects Medicare enrollment tu reach 
about 93,000 by the end uf 1984, with GO c^ercent uf the new^ enrollment in the 
T<4iitpa Ba> area. IMC iS reimbursed fur Medicare enrullment 95 percent uf the ad- 
justed average per capita c^t in the fee^ fur service envirunment. Its benefit package 
iiiciudes the standard Medicare benefits plus uniimitcKl hobpiuil da>s, eliminatiun uf 
cupa^mentc) and deducliblesi e>eglasses, hearing aids, piescnptiuns, preventive tests, 
and immunizations. There is no premium. 

COMPREIIENSIVF. AMERICAN CARE, INCORPORATED (CAC) 

Comprehensive American Care, Incurporated vCAC; is a fc*derallv qualific*d HMO 
in Dade County and also serves residents of Broward County, Florida. 

Current tuUl enrullment is 73.000 with 3,300 members in u Mc-dicare risk demun 
stration. In the demonstration, CAC offers a Medicare benefit package at no premi 
um cobt to bencficiariL*s eligible fur parts A and B, as well a:} tnose eligible for part 
B ^nly. CAC IS reimbursc-d 9G percent of the adjusted average per capita cost 
u\APCC/ and offers a benefit package including the normal Meoicure benefits plus 
uniintited hobpital days, e>egiasscs, dental care, prescriptions, hearing exams, trans- 
portation, ancl elimination of copays and deductibles. 

AV-MED HEALTH PLAN 

Av Med IS a federall> quahficd HMO in Dade and Broward counties and has a 
cornmerciai enrollment ot oO,000 and 3,000 Medicare enroliees. In Januar> 29S'l it 
expandc-d its service area to include Tampa. St. Petersburg. The plan offers a com 
prehen&ive package to Medicare beneficiaries with both parts A and B coverage. A 
inonihl> premium of $35.00 wa:i charged initiail>. The premium was reduced and 
ririail> elinanalc-d in Januar> IDb4 to increase the plan's market aupeal. In addition 
to the baste Mc-dicare benefits, Av Med covers all Medicare deductiDies and some co- 
insurance and provides extended benefits, including prescription drugs, vibion care, 
dental services, and preventive care. 

HEALTH CARE OF BROWARD 

Health Care of Broward JICB/, an affiliate of HeulthAmenca Corporation, is a 
federally quahfic-d HMO operating in the counties of Broward, Dade, and Palm 
Beach, Florida. HCB currcntl> has I3,0G3 commercial and 2.o7S Medicare members. 
HCB receives reimbursement at 93 percent of the AAPCC for Mcdica recovered 
dervicc>H onl>. The benefit package includes all Medicare part A and part B services 
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p]us unlimited hospitxjiization, prescription drugs with $3 copay, eyeglasses, heannc 
aids, and routine dental care. The monthly premium is $20. 

SOUTH FLORIDA GROUP HEALTH 

South Florida Group Health (SFGH) is a federally qualified HMO serving resi- 
dentj of Dade and Broward counties, Florida. Current enrollment is 8,500. Enroii- 
ment of Mwicare beneficiaries only recently started and projected enrollment for 
the year is 5,000 members. SFGH Is a member of the National Risk Reserve System, 
a demonstration of seven HMOs which are members of the American Medical Care 
and Review Association In this demonstration, all demonstration HMOs contribute 
to a reservelund to cover individual member losses. SFGH is reimbursed 95 percent 
of the AAPCC and offers a benefit package including the normal Medicare benefits 
plus unlimited hospital days and prescriptions with copay and deductibles. The pre- 
mium charge is $H. 

CONCLUSION 

In conclusion, we believe that we have implemented a demonstration and experi- 
mentation program that offers the potential of having a significant impact on the 
deliveqf of health care services. The State of Florida has become one of the most 
competitive areas in the country In providing alternative health care delivery sys- 
tems for Medicare beneficiaries. We anticipate that we will be able to learn a great 
deal about a competitive health marketplace from our Florida demonstration 
projects As those demonstration projects conclude, we look forward to a good work- 
ing relationship with the alternative health plans as they continue to provide serv* 
ic^ to Medicare beneficiaries under the new TEFRA reimbursement system. 

I will be happy to answer any questions you may have, 

Mr. Mica. Well, thank you very much. 

I think this has been very, very helpful. I appreciate the wit- 
nesses being here this morning, and I would like to, out of congres- 
sional courtesy, the norm is for the chairman to ask questions first, 
but since we have two guests in our district, I would like to go to 
our ranking Minority Member, Congressman Rinaldo. 

Td like to say to Congressman Rinaldo, who commented on the 
size of this hearing today, that it does appear that It s probably the 
largest turnout that I've ever seen in the United States for an 
Agmg Committee hearing. I think it does Indicate strong interest. I 
also think you might be interested to know that over 40 percent of 
the district that I represent is over the age of 65. So there is a 
great personal interest as well as an important subject. 

Congressman Rinaldo, 

Mr Rinaldo. I think that a Congressman with a district with 
oyer 40 percent of the people over the age of 65 is certainly on the 
right committee, and you are absolutely doing the proper thing in 
having this type of hearing here. Once again I want to express the 
appreciation of everyone here when I say it's something that the 
citizens obviously wanted. 

I listened with great interest to the testimony, pro and con on 
HMOs, and to put this in perspective, so that I, as someone from 
another state can get a better view of the situation here, and as- 
suming that this is a representative group of people, I would like a 
show of hands to see how many are enrolled in HMO s here. 

[Show of hands from audience.] 

Mr. Rinaldo. All right. Thank you. 
^ Now, I would like to know how many people are receiving tradi- 
tional care, going to your private physician? 

[Show of hands from audience,] 

Mr. Rinaldo, OK, 
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Substantially smaller number, but we have a good mix. 

Let me ask Mr. D'Anglo and anyone else who wants to comment 
on the panel, do you think one reason HMOs are growing is be- 
cause Medicare isn't effective enough? 

Mr. D'Angio. I think there are two reasons why HMO's are 
growing. 

First, medicare payments are increasingly decreasing for the in- 
dividuals, and secondly, supplementary insurance is escalating 
beyond the capabilities of most senior citizens. 

I can give you an example of one insurance company, which I 
had prior to becoming a member of the Gold Plus Plan, in which in 
2U years, the premiums covering 40 percent of actual cost of doc- 
tor's fees cost 300 percent more in 1984, as compared to 1982. This, 
plus the reduced benefits from medicare coverage certainly makes 
HMO's more attractive vehicle. 

Mr. RiNALDO. You wanted to comment? 

Mr. CusTAGE. Yes, please. 

I think that the cause is psychological. 

A Voice. Can't hear you. 

Mr. CusTAGE. I think that the cause for the enrollment is psycho- 
logical. You have Glenn Ford up there saying,"! have a special con- 
tract with the Government, and I have a right to give you free of 
charge doctors' visits^ hospitalization, prescriptions, eye glasses, 
hearing aids, and routine dental care." Things that you never could 
get from medicare. 

Now, as a businessman, let's think for a moment. These people 
who are coming in^ certainly the people that I was with, were en* 
ticed into this program by getting something for nothing, and 
people who are living on very highly controlled budgets where 
every cent counts, I don't blame them for enrolling, and then they 
get this charming thing here from Glenn Ford, inside is this impor 
tant information, and then the followup continuing. 

I think it's the duty of the Congressmen to insist that these 
forms of advertisement have some restraint and control over them 
and the misrepresentations and the summary of benefits. 

Mr. RiNALCO. Let me just ask you a quick question, and you can 
give me a one word answer. 

What was the name of the HMO that was involved in the story 
of the cancer patient? 

Mr. CusTAGE. Gold Plus. 

Mr. RiNALDO. Gold Plus. 

Is that the organization, Mr. D'Angio, that you're on the Adviso- 
ry Council? 
Mr. D'Angio. Yes, that's true. 

Mr. RiNALDO. Could you add any light to the case that he just 
mentioned, whethei or not you're receiving similar complaints 
from other citizens? 

Mr. D'Angio. I was not aware of this particular case. 

Mr. RiNALDO. Could you talk into the microphone? 

Mr. D'Angio. I said I was not aware of this particular cast. Our 
Advisory Board \\as not and does nut necessarily get to review all 
cases. 
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This certainly sounds like a disaster story, but I don't think it s 
unique or limited to HMO s. There are disaster storieb elsewhere in 
the medical world. 

Mr. RiNALDO. Thank you, Mr. Chairman. 

Mr. Mica. Congressman Smith? 

Mr. Smith. Thank you, Mr. Chairman. 

First of all, I say that, obviously, every one of these situations 
which are detailed by the witnesses, whether they're showing that 
they had, in fact, had some positive benefit from belonging to an 
HMO, or there's been a major problem because of dealing with an 
HMO and the benefits they give or do not give under the contract, 
only points up the fact as to the very basis of why we're here. That 
is, there are prevailing and counterprevailing views about what is 
going on. We are in a rather trying stage because we're giving 
birth to a large, rather difficult and unmanageable kind of pro- 
gram at the present time. 

I want to be very blunt, and I said it at the outset, and I'm going 
to say it again, I'm extremely disappointed in Mr. Fowler's presen 
tation, which was no presentation at all. 

The Health Care Financing Administration in this country is ob- 
ligated to provide us with information, and of all the i)eople that 
testified, Mr. Fowler, you didn't say anything. 

You are the agency that has prouably more documented informa- 
tion than any otner of all these people sitting in this room, certain 
ly all of us. All you can tell us is that you're going to open up na- 
tionwide demonstration projects to become permanent. 

We don't know anything about what you found. You brought us 
no important news, you brought us no statistics, j^a brought us no 
facts, ^'ou brought us nothing. You had 5 minutes to summarize, 
you didn't even take that time, and there are people here who 
could go on for hours about one individual case. 

I find that to be extremely insulting, not only to a congressional 
committee, but to the people in this room, who are concerned about 
what's going on, whetner they're pro-HMO, neutral on HMO, anti- 
HMO, dfoctor, private patient, et cetera. 

I have been trying to deal with your office, and my office has 
beer trying to deal with your office for the last year, f m going to 
tell you, this is a continuing indication of how callous your regard 
is for the people of this country. 

I don't know who you think is supposed to represent you, but I 
will tell you that I would like once and for all to get HFCA to give 
US some information about what this demonstration project really 
is revealing about providing quality health care to the elderly in 
this country. 

Now, rather than your responding, because it seems to me we're 
going to talk in terms of overall ethereal matter, let's get into some 
important questions. 

How many beneficiaries are there in this area, in the demonstra 
tion projects of medicare that are enrolled in HMO? 

Mr. Fowler. There are 93,000 medicare beneficiaries enrolled in 
HMO's. 

Mr, Smith. In the State of Florida? 

Mr. Fowler. In the five demonstrations in the State of Florida. 
Mr. Smith. That includes the west coast of Florida? 
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Mr. Fowler. Yes. 

I wish to apologize if I left the impression that I was not being 
fully open. In the Interest of brevity, I didn't want to make a pres- 
entation that duplicated my statement, so I apologize. 

Mr. Smith. Well, people are not going to read your statement, 
and they would like very much to hear some of the things. 

Let's see if we can develop it with questions. 

In the last 2 years since the demonstration projects have been on 
line, and that's about 2 years, correct, August 1982? 

Mr. Fowler. That's correct. 

Mr. Smith. How much statistical data have you developed that 
you are now using for the purpose to promulgating the rules and 
regulations at the Federal level that are going to open HMO*s 
around the country to medicare beneficiaries? 

Mr. Fowler. Are you saying these demonstrations? 

Mr. Smith. Yes, and where is that information located and has it 
been printed, collated, and made available? 

Mr. Fowler. There have been no published studies at this point 
fur the evaluation of the demonstrations. There are contracts that 
the Government has let to evaluate the demonstrations. The data 
is being gathered, but at this point, none has been published. 

Mr. Smith. But, HHS is moving forward promulgating the rules 
which will automatically make these HMO projects available on a 
nationwide permanent basis, isn't that correct? 

Mr. Fowler. Yes, sir, the Tax Equity Act was enacted by Con- 
gress in 1982, and wasn't contingent upon the demonstrations. 

Mr. Smith. That's absolutely correct. 

Mr. Fowler. We have been contracting with HMO*s under the 
medicare program since 1973. We currently have 91 contracts with 
HMO's. 

Mr. Smith. Is it federally qualified to provide Federal employees 
with medicare? 

Mr. Fowler. Well, no. There are 300,000 medicare beneficiaries 
enrolled in 91 different HMO's throughout the country. 

Now, most of those contracts aren t like the demonstration con- 
tracts, that is, we don't pay on a 95-percent basis, and the HMO 
dues not give significant benefits beyond those covered by medi 
care. 

But, we do have contracting experience since 1973 with 91 plans. 
The difference in the tax equity provision and the current con- 
tracts that we have 10 years of experience in .Administering primar- 
ily deals with reimbursement, and the fact that, under the new 
law, the HMO s must share with the beneficiaries some of the sav 
ings that are generated from the contract, as is the case of the 
demonstrations here in Florida. 

Mr. Smith. Let me ask you, how many problems have you seen 
arise as a result, for Instance, of enrollment, disenrollment. Disen- 
rollment in my estimation rieht now, the biggest single cause of 
problems between HMO*s ana the medicare beneficiaries that are 
members of these individual HMO*s. Tm talking across the board. 

IMC, for instance, may be the largest, but I don't think its prob- 
lems are any different than any of the other ones, AVMED, or 
Health Care of Broward, or CAC, or any of the others, so we're 
talking about HMO's in general. 
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lb that the biggest single prublem of enrullment disenrullment? 
Mr. Fowler. Yes; it definitely is. 

We, my office, examined all of the complaints that we have re- 
ceived from the five demonstrations here in Florida. 
Mr. Smith. How many were they? 

Mr. Fowler. For a l year period there were a total of 629 com- 
plaints that we looked at. We tried to categorize them by type of 
complaint, which HMO the person was a member of, et cetera. 

Of the 629, 577 of those complaints dealt with enrollment/diben 
rollment practices. You're certainly correct in saving that is the 
biggest oroblem and the one we're giving the most attention to. 

Mr. Smith. Whose problems, when it boils down to it, whose 
problem really was it? Was it a problem of the HMO s or was it a 
problem of the HMO s and the Social Security Adminibtratiun com- 
puter, not really being able to function correctly at the ver> outset? 

Mr. RiNALDO. When you mention 628, 1 believe? 

Mr. FowLER. 629, sir. 

Mr. RiNALDO. 629 complaints, out of 95,000? 

Mr. Fowler. Yes, when you consider the complaints in relation 
to the number of enrolleej>, that represents about beven tenths of 1 
percent of the enrollees. 

Mr. RiNALDO. How accurate are the number of complaints? How 
accurate, do you think there are an> complaints that you don't 
have record of? 

Mr. Fowler. I think that there could be a few that we don't have 
record of. These are the ones that the demonstration office and m> 
office have received. I have them broken down by the source of the 
complaint. 

We received complaints from beneficiaries, from Congressmen, 
from Social Security district offices, home health agencies, physi 
cians, lawyers, and hospitals. 

Mr. RiNALDO. Well, the key things that I want to know is how 
does that compare with the complaints that >ou receive involving 
medicare? 

For example, for every 95,000 people? 

Mr. Fowler. I'm sorry, I don t know. I'm not sure— I'm certain 
my office doesn't have that information, I don't know if IIFCA has 
it. 

I will attempt to get it. 

Mr. RiNALDO. Yes, I'd like to know the number of complaints per 
100,000 i)eople in medicare, and I'd like to leave the record open, 
Mr. Chairman, so that Mr. Fowler will have an opportunity to 
submit that. 

Mr. Mica. We would like to leave the record open. The record 
will be left open and we request formall> that >ou provide the com 
mittee with that information. 

[The following material was subsequently received from Mr. 
Fowler:] 

The Health drc Fmancmg Admini^tratiun JICFA/ docb nut maintain a central 
izcd Mcdiuire ct^mplaint process, thu^. data on the number uf cumplainta per 
lOOiOOO benoficiancb t5 nut available. Cumplatritj> ma> be made U> tue cuntracturb 
i\hu process Medicare da ims. but HCFA does nut require those contracture to com- 
pile statistics and report them. Complaints ma> «iIso be made to IICFA Regiunal Of- 
llces and handled at that level. 




47 

Our convcrn fur bcncncmr> sattsfacttun in the Flurtda HMO dcmonstraUuns 
pruinptcd HCFA to tnbtitutv u spcxial cumplutnt invusiUgoUun. Wc i egret that wc 
am unabk to pruvidu ^umparublc cvmplumt atattsttcs fur thu u>eraU Mcdtcurc pro* 
gram. 

Mr. Smith. Before I tiirn it back to the chairman, Mr. Fowler, let 
me ask you this: 

Under the system for complaint, and then possible appeal, that is 
» set up in the demonstration project contractb - when somebody has 

a complaint with the HMO, they go back to the HMO first, that's 
correct? 

Mr. Fowler. That's the first place. 
• Mr. Smith. Right. 

Then would you be involved in that process at all? 
Mr. Fowler. Not at that point. 

Mr. Smith. If it ib resolved within the HMO, then it would never 
come to your attention? 
Mr. FowLETc. That's correct. 

Mr. Smith. When you are talking abot.i complaints, it is thc»se 
that basically did not get resolved at that level, and then went to 
the next step, which is to have HFCA become involved through 
some kind of arbitration. 

Mr. Fowler. The nifyority of these, I must confess, didn't even go 
through the HMO grievance procesb. The individual came directly 
to us. 

Mr. Smith. Thank you. 
Mr. Mica. Thank you. 

Mr. Fowler, do >ou audit, does the Federal Government audit on 
a regular basis all of the HMO'b that are certified by the Federal 
Government? 

Mr. Fowler. Well, the Federal Government does. That continu- 
ing qualification activit>, compliance activlt>, is handled through 
the Public Health Service in Rockville. The Office of Health Main- 
tenance Organrations does that. 

In order tu be a contracting HMO under the regular medicare 
program, the HMO must, under current law, be federally qualified. 
Under the new TEFRA law, it must be federally qualified or quali 
fied b> the Public Health Service as a competitive medical plan. 

As part of that qualification process, the Public Health Service 
doeb have an ongoing monitoring activit> to assure that the organi 
zations continue to meet the requirements of the law. 
^ Mr. Mica. I understand and that's a part of the question, too. 

What extent ib the auditing and the monitoring cranked into the 
decibion that'b been announced that we bhould move into a nation 
al program of HMO's? 
« lb that being done ver> carefull> on a regular babis? Do you have 

access to that information? 

Mr. Fowler. Well, sir, I believe that it is being done carefully 
with proper safeguards. 

We work very closely with Dr. Seubold in the Public Health 
Service, who will be doing the qualificatioob under the new law on 
behalf of the Secretary. 

The new organizations contracting with medicare as HMOs or 
competitive medical planb will have to meet the high standards 
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that any organization wishing to be federall> qualified must meet 
in those areas that the law requires. 

For example, under the new TEFRA law, an organization must 
be financially viable. The Public Health Service will apply the 
same standards to competitive medical plans as they will to feder- 
ally qualified HMO's. 

Mr. MiCA. Let me ask you. According to my understanding, we 
pay 95 percent of the medicare payment to HMO. Has your audit- 
mg revealed that 95 percent is too much or too little? 

One of the questions we'll ask the providers, for instance, there 
has been comment that all the free items that are given, if indeed 
they can afford to give all these free items, are we paying too 
much, or are these taken as lead losses, or huw do you break that 
down? 

Mr. Fowler. Well, sir, under the 95-percent reimbursement we 
do not require the HMO's, nor does the new TEFRA law require 
HMO's to report their actual costs, or what it actually costs to pro- 
vide the service. 

Mr. Mica. Such as? 

Mr. Fowler. Well, it would be impossible for me to answer that. 

Mr. Mica. Well, you're involved in the agency that's making the 
regulations. If they open HMO s to the entire 260,000,000 Ameri- 
cans, and you have the data, and that's one of the things that we're 
trying to find out. 

I would tell you that that's probably one of the questions, there's 
constantly a question, "Are the> good or bad, and some of the prob- 
lems," but also, "What are we paying," "Are we paying too much?" 

Do you have data that Indicates anything to that efiect, before 
we make a national recommendation? 

Mr Fowler. My office does not receive data on the cost of bene- 
fits in the demonstration projects, although the demonstrations, I 
believe, have filed information on costs with HCFAs Ofiice of Dem- 
onstrations. 

The new TEFRA HMO's are not required to file reports of their 
costs The idea is that the Government will be guaranteed a 5-per- 
cent savings, and the amount of charges that are permitted to be 
made are determined by the marketplace, as under the new law, by 
adjusting the medicare premium rate, based upon the rate charged 
the general public, and requiring that savings go back to the medi- 
care beneficiaries who join. 

I think in the case of the demonstrations in south Florida and 
considering the extensive benefits that are being returned to medi- 
care people, that both the Government and the btneficiaries are 
certainly getting their money's worth out of this, but as to exact 
figures I couldn^ respond. 

Mr. Mica. All right. I have additional questions. 

I note that we're about 7 minutes behind schedule, and I still 
have 3 minutes allotted for my questions, but I'll summarize, if i 
may, Mr. Galloway, so that we can continue. 

Do you have the right to close down an HMO in Florida? 

Mr. Galloway. We have the right, but it would have to be done 
pursuant to an administrative court order. 

Mr. Mica. Have you ever done it? 

Mr. Galloway. Have we ever done it? 
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Yes, sir. 

Mr. Mica. For what reason? 

Mr. Galloway. Lack of funds. 
^ It could be done under a circuit court order» under the rehabilita- 
tion statute which we have that applies not onl> to insurance com- 
panies, but also to the allied lines companies. 
^ Mr. Mica. That would lead me to believe you're monitoring the 
fund basis in the reserves? 

Mr. Galloway. Yes, sir. 

Mr. Mica. On a regular basis? 

Mr. Galloway. Quarterly basis. 

Mr Mica. All rigii^,, last question, Mr. Fowler, did you have the 
same policy? 

Can you do that, and have you ever closed one down? 

Mr Fowler. Well, we can't close one down. We have the author- 
ity to cancel an existing medicare contract. 

Mr. Mica. Have you done that? 

Mr. Fowler. No, we haven't, not for cause. 

We have terminated some due to mutual consent, but we have 
not canceled some for cause. 

I hope my memory is not failing me. 

Mr. Mica. What would cause you to cancel one? 

Mr Fowler. If we discovered that the HMO is engaging In frau- 
delent activities as a matter of policy, for exairpTe, refusing to 
enroll niedicare people because the> were less healthy than others, 
attempting in a premeditated fashion to mislead beneficiaries con- 
cerning their rights under the contract, and things like that. 

Mr Smith Mr. Fowler, your HMO demonstration projects pro- 
vide for mix of medicare to nonmedicare patients, don't they? 

If the HMO demonstration project with a specific IIMO is discov- 
ered to have been violating because the mix is not correct, theres 
not the number of elderly required to get Into the number of the 
other age groups, would you close them down? 

Mr. Fowler. No, sir; we wouldn't. 

Mr Smith. Tm talking about the contract. I know you can't close 
the HMO because they're State-chartered. 

Would you take the contract and vitiate it? Would you pull the 
contract from them, in other words? 

Mr Fowler. Well, we could, but we certainly wouldn't do that. 

In reference to your referral to the 73-percent limit on medicare 
onrollees, we'd work with that organization once it exceeded the 75 
percent to tr> to get them to comply rather than arbitrarily telling 
all the people that were enrolled in the HMO that we're going to 
close the contract. 

Our goal would be to get them into compliance, not to terminate 
them. 

Mr Smith. How many contract violations would you tolerate or 
suffer before you might pull a contract for a demonstration project? 

Do you have any idea? Is their any written guidelines at all for 
any way in which >ou deal with contract demonstration projects? 

Mr. Fowler. There are no guidelines that get to the point of 
your question, sir. 

Mr. Smith. Thank you. 
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Mr. Mica. In the interest of time, we're going to have to stoj this 
panel. We have one other panel. 

Let me just ask if we can proceed in this order. 

First, I would like to thank the Consumer witnesses for being 
with us, and if you can't stay, that's fine. 

If you have to leave, we njicierstand. 

Second, I would li^e ihe Go -ernment witnesses, if at all possible, 
to remain, or notify us if you have to leave, and third, I will leave 
the questioning open for my colleagues and myself. We each have a 
number of other questions, but we may decide to pursue in writing 
that we would like to have for the official record. 

So, with that, Pd like to thank the panel. 

Thank you very much, and we'll call up the next panel. 

The record is open again, for any written statement. 

OK, our next panel is Panel No. 2, providers. 

Let me suggest that anyone who would like to converse, there is 
a beautiful lounge just outside the door to my right. You can step 
in there. 

We'd like to proceed. We are about 5 to 10 minutes behind. 
Will the next panel please take their places at the podium. 
Thank you. 

Mr Mica. May I ask our colleagues and members of the press 
and the witnesses to please continue in the lounge outside the 
door? 

May we proceed. 

Representing the HMO's, we have Mr. Frank Colavecchio. presi- 
dent of Doctor s Office in Coral Gables, Mr. Miguel Recarey, prebi- 
dent of the International Medical Centers, and Dr. J. Sanders, 
senior vice-president for medical affairs, Mr. Jonathan Rose, direc- 
tor of administration of AVMed, Inc. 

Physicians, we have Dr. Lee Fischer, president of the Palm 
Beach Medical Society and Dr. Ernest Sayfie, past president uf the 
Broward Medical Society. 

Let me just take a minute right here and tell you what we are 
not going to do, or put up with, and I don't mean to get a little 
harsh, but we are going to have to continue. 

I know this is an emotional subject for some. If >ou feel you have 
to have an outburst, we'd like you to step outside and do that. 

Now, we want to hear from everyone. We are going to demand 
decorum here, this is a congressional hearing, duly authorized. So, 
right here, before it gets out of hand, we will stop the hooray ing 
and the booing, and everything. We are going to listen to the wit- 
nesses, or we will have to stop the hearing. 

Now, it hasn't gotten too far out of hand, and we don't want it 
to. 

All right. 

To briefly restate, we have Mr. Colavecchio, from Doctor s Office, 
Mr Recarey with IMC, Dr. Jay Sanders, vice president of Medical 
Affairs with IMC; Dr Lee Fischer from the Palm Beach Medical 
Society, and Dr. Ernest Sayfie. past president of Broward County 
Medical Society. 

I think we will proceed first with Jonathan Rose, mih AvMed, 
Incorporated. 
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We \vlll proceed with Mr. Colavecchio, and let me bay again, we 
appreciate ever>one being here. We are tr>ing to conduct thi& hear- 
ing to i^reute a record of information, not emotion on HMO s, and 
we want to proceed on that basis. 

Mr. Colavecchio, please proceed. 

I will do more than give a warning at 5 minutes. 

PANEL TWO: HMOS AND PROVIDERS, CONSISTING OF FRANK 
COLAVECCHIO, PRESIDENT, DOCTOR'S OFFICE, INC., JAMES 
DOHERTY, EXECUTIVE DIRECTOR, GROUP HEALTH ASSOCIA- 
TION OF AMERICA^ DR. JAY SANDERS, SENIOR VICE PRESI- 
DENT FOR MEDICAL AFFAIRS, INTERNATIONAL MEDICAL CEN- 
TERS. JONATHAN ROSE, DIRECTOR OF ADMINISTRATION, AV- 
MED, INC.i DR. ERNEST SAYFIE, PAST PRESIDENT, BROWARD 
COUNTY MEDICAL SOCIETY; AND DR. LEE FISCHER, PRESI- 
DENT, PALM BEACH COUNTY MEDICAL SOCIETY 

STATEMENT OF FRANK COLAVECCHIO 
Mr. Colavecchio. Good morning. 

My name Is Frank Colavecchio, I live at 610 South Lakeside 
Drive in Lake Worth. 

I am president and chief operating officer of the Doctor's Office, 
Gold Plus Plan, which operates medical facilities in Boynton 
Beach, Lantana, Lake Worth, and shortly. In West Palm Beach. 

We service approximately 12,000 members, and we are the larg- 
est HMO affiliate provider in Florida. 

The Doctor's Office currently has seven full-time and five part- 
time physicians licensed to practice family and Internal medicine 
In the State of Florida. They are assisted by 6 certified physician's 
assistants, all graduates of the University of Florida Medical 
School, plus about lo nurses, 35 nursing assistants, 4 licensed x ray 
technicians, a full time radiologist, ophthalmologist, podiatrist, 
chiropractors, social worker, and various support staff, to a total of 
145 full-time personnel. 

This equals one staff member per 83 members. We provide 24- 
hour, 7-day-a-week, regular, and emergency care. 

Our patients have access to medical care regardless of the time 
or the day. 

Besides in office care, we provide at home care with the staff of 
12, consisting of nurses, nursing assistants, physical and speech 
therapists, and homemakers. 

The home care unit makes about 250 home visits per week. If 
these same home visits were provided through the regular medl- 
care program, the cost would oe about $43 per visit per monthly 
total of $43,000. 

These very same services are provided by the Gold Plus Plan for 
$13,200 which Includes salary, mileage, and employee fringe bene- 
fits. 

The same cost savings hold true for physical therapy treatment. 
The Doctor's Office, under a contract, provides 600 treatments a 
month, some at patient's homes. 

This cost, by an outside agency, would be about $38 per treat- 
ment for a total of $22,800 a month. Cost to the Gold Plus Plan Is 
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$20 per treatment, equaling $12,000, and a ver> hubstantial sav- 
ings. 

These same savings appl> in almost ever> area. I might point out 
here that quality is not sacrificed b> these cost savings. We take 
pride in our organisation fox Jelivering the highest quality medical 
care available, certainly in this community, and probably any- 
where. 

Please do not accept my word for the quality care we provide, 
but accept the words of the members we serve, I wish to present 
you with over 3,000 post cards, we call them report cards, that pa- 
tients have taken time out to fill and return to us over the past 
several months. Ninety -eight percent of these cards are a positive 
reaction to the Gold Plus Plan, and there are only 69 negative com- 
ments, and we have taken immediate corrective action for them. 

Also, at this tliue, please allow me to present you with a statisti- 
cal analysis of the type and nuniber of services which the Doctor's 
Office Gold Plus Plan has provided during the first 4 months of 
services. 

Our critics allege that we try not to provide services because it 
cost us money. Our statistics are verifible. 

I now would like to address several areas that our critics heem to 
be concerned about. 

First, hospitalization. I have a list with me from last week of the 
members, of our members In the hospital. As you can see, they are 
not only here in Palm Beach County, but in such places as the 
Mayo Clinic, the Leigh Clinic, and other similar quality Institutions 
all over the country. 

During the first C months of this year, we provided about 30 open 
heart operations at Mt. Sinai Hospital in Miami alone. 

We have formed groups of family practitioners and specialists to 
admit patients to the three area hospitals that v/e utilize, John F. 
Kennedy, St. Mary's, and Humana, all quality hospitals. 

At this moment, all but two of our patients at those three hospi- 
tals are under the care of our physicians. To illustrate the high 
quality of hospital care, our members receive, let me also present 
you with unsolicited letters and notes from our members. 

Our motto is, 'We dare to care,* and we live with that. 

The Doctors Office has about oO board-certified specialists in 
every speciality, and they are all individuals well established and 
with the highest personal and professional reputations in the com- 
munity ana among their peers. All but one belong to the Palm 
Beach County Medical Society. 

Thirty five of these specialists are under what we term a prepay- 
ment plan. Every Monday they receive a check for what is estimat- 
ed as one-quarter of what their bills might be for the month. These 
checks range from $1,000 to $5,000 per week. This plan has met 
with unqualified success and a greater ease of operation. 

My time Is almost over, and I would probably, could go on indefi- 
nitely. 

Let me say the desire of the Doctor s Office is to be the model for 
HMO s and we are proud of the visitors from all over this country 
who have " me to see for themselves which many regard as the 
HMO. 
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Besides reducing the cost of health care for the Federal Govern- 
ment, HMO's have made it available, have made available qualit> 
medical care to medicare recipients, and remove many problems 
and difficulties that have plagued the medicare beneficiary. 

What would have happened to the man we had who had to be 
sent immediately from a local hospital in Philadelphia for a test? It 
cost us $5,800 to charter an air ambulance, but he is alive and well 
today, and I could go on and on with incident after incident. 

If we were not available, what would happen to these patients? 
The HMO concept is new to this area, and certainly we are learn- 
ing daily how to make it work. We are not perfect, buv we are 
striving for perfection. 

Please give us that time we need. 

In closing, years ago we coined a phrase called senior citizen. It 
was meant as a term of respect for the people who have worked 
long and hard to make this the greatest Nation in the world. 
Today, the term, senior citizen has been given a bad connotation. 
We are turning our backs on them. We are making our mothers 
and fathers sound like a burden on society. I beg them to forgive us 
for this. 

Please do not turn away from them. They need this program. 
Some day you and I may need this program. Please do not let a few 
greedy individuals impose their will on you. Do not take this last 
hope away from them. 

Thank you. . 

Mr. Mica. Thank you, and let me just My that I missed one indi- 
vidual who will be testifying, James Doh*ty, the executive director 
of the Group Health Association of ikriQBca, and we will go to Mr.^^ 
Doherty next. ^ 

I might point out, too, that Dr. Sanders will testify on behalf of 
Mr. Miguel Recarey. Mr. Recarey has submitted a written stat> 
ment, and that statement will be included in today s record. Pinhl- 
ly, the last witness that we have. Dr. Sayfie, I pronounced it Sa^iie, 
and you say Sayfie. 

Thank you, all right. 

Mr. Doherty, please proceed. 

STATEMENT OF JAMES DOHERTY 

Mr. Doherty. Mr.^ Chairman, the Group Health Association of 
America is the m^'or representative of group and staff model 
HMO's in the country. Our member plans encompass approximate- 
ly 80 percent of the national HMO enrollment. Our older plans 
were the pioneer^, who over the last 40 years, proved the ability of 
prepaid organized health care systems to bring high quality, com- 
prehensive, and cost-efficient health care to consumers. The com- 
prehensiveness of our benefits and our cost effectiveness, derive 
from an emphasis on early access, def)endent care, outpatient cov- 
erage, and the development of utilization review mechanisms de- 
signed to avoid unnecessary hospitalization and unneeded medical 
procedures. Savings generated by these efficiencies are translated 
into broader services, including outpatient services and lower out- 
of-pocket costs to the consumer. 
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It is no wonder, then, that in these days of disastrous health care 
inflation, employers, unions, consumers, and Government are ac- 
tively promoting HMO membership. Our enormous growth over 
the last few years is reflective of this interest. 

For the last 14 years, we led the uphill struggle to bring the ad- 
vantages of HMO s to the elderly. Medicare, since itia enactment, 
has set a cost reimbursed system for HMO*s, thus precluding our 
abilit> to pass on savings to the elderl> in the same manner that 
we do for the under 65 population. 

Since 1963, HMO enrollment among the elderly has consisted 
mainl> of those who age-in to the medicare program. These aged in 
enrullees fill in the medicare gaps and other benefits norma! lly of- 
fered b> the HMO with supplemental coverages which are paid for 
b> a premium that in many cases, results in considerable financial 
hardship to persons living on fixed incomes. 

The TEFRA amendments, when implemented, will do a great 
deal to resolve the problem and will generall> make HMO*s an at- 
tractive alternative to the elderly. Calling as the> do for equitable 
medicare payments to HMO's, with the savings mandated to the 
consumer, the amendmentia offer great hope to the elderl> who are 
ever concerned over the tragic economic choices and consequences 
of serious illness and injury. - 

In Portland, OR, and Worcester, MA, GHAA plans have demon- 
strated the tremendous human and economic worth of the pro- 
gram. The savings generated under the new system have enabled 
the plans to absorb the medicare copa>ment6 and deductibles, pro- 
vide full outpatient coverage and 365 days in the hospital, add 
vision, drugs, hearing, and other uncovered benefits, with as much 
as a oO percent reduction in the cost of the supplemental coverage 
to the individual. It is no wonder, then, that consumer acceptance 
has exceeded 90 percent in both these locations, and there is » 
waiting list to get m. 

There are now over 300 HMO's in the country who have the po- 
tential for qualifying for these new risk contracts. We urge you and 
vour colleagues to support early implementation of the law. This 
law was a long time in the making, some 14 years, and has been 
endorsed and worked ver> carefully on by the last four administra 
tions. The recent medicare cuts in the deficit reduction bill, passed 
b> the Congress 2 weeks ago, lend some urgency to early imple- 
mentation of this system. 

We are avyare of the need for safeguards to insure that those who 
participate in the system, can have a high degree of confidence in 
the HMO's reliability and integrity. Throughout the 14 years of de- 
velopment of this program. Congress has, we believe, provided a 
sufficient regulaton^ environment for the program. Of course, the 
most important safeguard has been and is the high reputation of 
HMO's throughout the communities the> serve. Independent scien- 
tific survej^s have confirmed this broad-based acceptance. 

In addition, the regulations, which m^^t be distinguished from 
the demonstrations, will require. Careful <%d[justment of rates to the 
demographic mix of our enrollees, dedication of savings solely to 
the benefit of the enrollee, and, a 30-day right of distnrollment to 
the consumer. The best way a consumer can express his opinion is 
with his feet. ^ ^ 
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Federal oversight of the quality of care and financial viability of 
the HMO and Federal requirements for the solvency of the HMO. 
For federally qualified HMO s, the standards include requried med- 
ical social services which would prevent the kind of thing that Mr. 
Custage talked about. 

Prescription of inappropriate marketing practices. I agree with 
the earlier witness, Mr. Stein, that free luiiches and that sort of 
thing should be prohibited. Recently, the chairman of the board of 
Chrysler Corp., offered a $250 bond to any HMO member who 
brought in another member. The chairman of the Ford Motor Co., 
wrote to each employee and explained the advantages and disad- 
vantages to the employee of HMO enrollment. The enrollments, as 
a result of their open seasons, were higher in Ford, with an intelli- 
gent explanation, than they were in Chrysler with the $250 bond. 

Careful education of the consumer, as to both the advantages 
and the disadvantages of HMO enrollment. We in GHAA strongly 
support this kind of regulatory framework. More importantly, we 
know that our success depends on our ability to keep the trust of 
our enrollees, and that trust can only be maintained through in- 
formed members. 

We are grateful to you for these hearings as a contribution to an 
informed community. 

One final note, Mr. Smith, you criticized Mr. Fowler pretty 
harshly. Tve known Mr. Fowler for the last 10 years, and he has 
been a tough, but fair regulator. I think the thing that you should 
understand, sir, is that I share your frustration in many instances, 
with HFCA and the bureaucy, but your office informs me that 
their frustration is not with Mr. Fowler s office, but with the Office 
of Demonstrations. 

It is Mr. Fowler s office, the Office of Group Health Plan Oper- 
ations, that is supposed to respond to complaints, to work with 
HMO's, to show them how to do things a little bit better. I have 
always found him to be a fine and capable administrator. 

It is the Office of Demonstrations that I submit to you has been 
the main source of your frustrations, and mine, on these demon- 
strations. 

[The statement of Mr. James Doherty follows:] 

Prepared SiATtMENT uf Jamr» Doherty, Executive Direutur, Gruup Health 
Association op American, Inc. 

Mr Chairman and members uf the Committee, I am Jumes Dohert>, Executive 
Director gf Group Health Assoclatlun of Amenta <GHAA>. GR.AA represents over 
1^0 prepaid gruup pruttlcc plunb u mujorit> uf the gruup and staff model health 
maintenance organlzatiuns vHMOb/ In the cuuntr>. GIlAA b member plans serve ap* 
proxImat(:l> 10 million members natiunall>, 80 percent of the tutal national HMO 
enrollment GHAA hab a number of member plans m Florida, including CIGNA 
Healthplan of Florida. Healthcare of Broward, managed bv HealthAmerica, Pru- 
Care, South Florida Group Health Plan and Tampa Bay Health Plan. 

I am pleased tu be here todav to discuss the growing role which we believe HMOs 
will pla> In providing high quallt> health care to elderl> Americans. The increase in 
HMO cniollment In the past few ^ears, primarily amung empIo>ed populations has 
been Impressive and last j^ear averaged \Z percent nationwide. Our popularitv has 
largel> been due to uur ablllt>, pruven oyer the last 40 years, to achieve significant- 
ly lower rates of Ificrease In our premiums than competing indemnity coverages 
while at the same time continuing to offer comprehensive benefit packages and 
nialntalnlng quality of care. A review of studies comparing quality of care in HMOs 
and In other settings, which was performed at Johns Hopkins University, found that 
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in 19 studies iht qualit> of cure in HMOb Vrua dutcrmined tu be buperiur tu that in 
other scttlngb, in the remaining 8 qualt^j was eitlier found tu be bimilor ur the r\> 
suits were inwundubive, and in no btudy was the quQlit> of care in HMOs fuund tu 
bo below that in other settings. 

With respect tu premium increases, o 8tud> b> the Mussacliusetts Iluspital Aaso- 
wiation for the fifteen munth period ending in March, 1D83, shuwed that health in> 
sarance premiums in the state intreas<;d 20 tu 10 percent annuall>, while HMO fire- 
miums Increased unl> ir> tu 18 percent. Indications frum GHAA members across the 
cuuntr> are that this is not an isolated occurrence. Further, in a fairl> recent devel- 
opment, HMO premiums are often lower in absolute terms than tho;)^ of other carri- 
ers despite the more comprehensive HMO benefits. 

Wl believe that HMOs can also bring affordable, comprehensue, high qualtt> 
health care to Medicore beneficiaries, but in the past the incompatibiiitv of the 
Medicare reimbursement system with HMO operations has discouraged HMOs frum 
enrolling significant numbers of the elderly. Until passage if the Ta.i Equity and 
Fiscal Responsibility Act of 1982 ^EFRA, P.L. DT 248;, the only reimbursement sys- 
tems for HMOs were cost based and retrosfHxtive, essentially reimbursing HMOs 
after the fact based upon the volume of services rendered, much like fee- for-ser vice 
Medicare reimbursement. Since HMOs must deliver or arrange for the delivery of 
health services, as well as finance that delivery, they develop their budgets proipec* 
tively and plan for the facilities and medical and administrative staff necessary to 
ware for their anticipated enrollment. Private sector enrollment is supported by prc^ 
mlum amounts set in advance in accordance with budget projections. By accepting 
the risk for the delivery of comprehensive high quality health services under reim- 
bursement fixed in advance, HMOs create internal incentives for the cost effcH^tive 
use of health care resouices. ReUosinxtive reimbursement under Medicare has, 
therefore, run^ counter to the biisic organizational framework of HMOs and their 
normal incentives for efficiency. 

For this reason, efforts to enact a prospective Medicare reimbursement system for 
HMOs began in 19C."> with the creation of the Medicare program. They were finally 
successful with the enactment of TEFRA 17 years lat<ir, and because of this lengthy 
development process that statute has been changed to reflect a great deal of prai,ti- 
Cal experience and h*is been carefully crafted to assure that its purposes are 
achieved. The TEFRA HMO provision, when finally implemented, will for the first 
time offer the elderly the full benefits of HMO *.ost effectiveness and offer HMOs a 
method of Medicare reimbursement compatible with their operations. 

Under the TEFRA risk reimbursement option, HMOs will be reimburscKl prospec- 
tively at 93 percent of the fee-for service cost of providing Medicare Part A and Part 
B benefits In their gcn^graphic area, that is % percent of the adjusted average per 
capital cost or AAPCC The statute further provides that an HMO must calculate its 
own adjusted community rate iACR;, that is the premium it would need to provide 
th(; Medicare benefits to its members. To the extent that the HMO's efficiencies 
result in an ACR which is lower than the Medicare reimbursement level set at 95 
percent of the AAPCC, the HMO must use this savings t<» provide i.dded benefts to 
its Medicare members. These addc-d benefits might take the form of buying out the 
usual Medicare copayments and dc-dactiblc*s andf or providing services not covered 
by Medicare such *is outpatient prescription drugs or eyeglasses. TEFRA provides 
that in addition to tlie Medicare benefits and those which are covered by the sav- 
ings, HMOs may also provide further benefits to their Medicare members for which 
they would charge a premium. This permits HMOs to offer the same comprehensive 
benefit packages, with Iinuted out-uf pocket costs, to their Medicare members which 
they offer to their under-Go members. Medicate beneficiaries who join HMOs under 
this reimbursement arrangement must agree lo obtain all of their health care only 
from or through the HMO. 

In short. Medicare beneficiaric*s will receive additional benefits, HMOs will be eq- 
uitably reimbursed, and the government will pay o percent less than fec*-for-service 
Medicare costs. 

In order to test this reimbursement system, Medicare has entered into a number 
of demonstration projects. The longest running be^^:. enrollinu members in 19b0 
and have been highly successful. At the Fallon Community Health Plan in Worces- 
ter, Massachusetts, its 7,200 Medicare members pay a premium of $lo per month for 
which they receive their Medicare benefits plus a variety of additional benefits at 
no further out^f fx>cket cost. Their benefits aiciude unlimited hospitalization, un- 
limiA>d primary care physician and specialist visits, all laboratory and x-ray serv- 
ices, prescription drugb, unlimited home care, all medical equipment and prosthetic 
devices, immunizations, biannual eye exams and eyeglasses. 
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A surve> of FQllon*b Medicare members conducted in 1981 1982, showed a sa^is- 
faUiun rate of percent The HMO has also found the reimburbement 6>btem to be 
buv.v.ebarul from an operational istandpuint Die plan wa^ small and had no Medivare 
members when it first embarked on iia Medicare demonstration project. Medicare 
members were enrolled in carefully planned annual increments with the goal of re< 
Heeling the same ratio in^the plan as in the surrounding community. Fallon's Medi- 
care er^rollment is now 13 percent of it^ membership, and the Mediuire population 
constitutes 16 percent of the community. Fallon hiis strengthened and improved the 
internal systems, such as hospital utiliMtion controls, which have been needcNl for 
the plan to succc^ssfully accept risk-based reimbursement for the provision of care to 
its Mc*dicarc enrollecs. The improved systems which have been developed have en- 
hanced the plan's ability to etitctently provide quality v.are to all of its members. 

The Kaiser Foundation Health Plan of Oregon was already a well-i^tablished 
234,000 member plan which was serving Medicare members under a cosl'^ased con- 
tract when it began its Medicare demonstration project. It was permitted Ui convert 
l.SOO of Its existing Medicare members to the demonstration projcxt and to enroll 
3,300 Medicare beneficiaric^ who had not previously been plan members. This deni- 
>/nstrattun has also been highlv successful for both the beneficiaries ^with a 03 {M;r- 
ccnt satisfaction rate) and the HMO. 

Currently under the Kaiser project two benefit packages are offered, both of 
which cover Medicare Part A and Part B benefits and addittonal services not cov- 
ered by Medicare. Under the first benefit option for a $3 per month premium bene- 
fits include. It for no additw».al charge, complete inpatient and outpatient hospital 
services, including physicians' and surgeons' services, all laboratory and x-ray, serv- 
ices, and home health services, 2> for a $2 copayment per visit, all outpatient physi- 
«,ians' service's, most iniuiunizations, pity steal therapy and vision and hearing examt 
nations. Under the second benefit option, for a premium of $20.83 per month, en- 
rolled beneficiaries receive a benefit package which includes all of the services just 
listed plus prescriptions ^fur a $1 copayment^, hearing aidd at no charge and eyc> 
'jlosscs at no charge. 

Both the Fallon and Kaisej" Portland projects have demonstrated that under pro- 
spective reimbursement at 93 percent of the AAPCC, HSIO efTiciencies can produce 
;>ubstantially increased health care benefits for the elderly, protection from signifi- 
cant out of Docket v.osts and uncerlamty about physician willingness to accept assig- 
Aement and frec-dom from paper work Durdens, and that thvse things can oe done 
within a system that provides high quality, acceptable, and accessible health care. 
We believe that the general availability uf the type of HMO coverage which will 
flow frum the impVmentation of TEFRA will oi>en up an important new health v.are 
option for Mc-dtcare beneficiaries at a time ^vhcn cuts are the order of the day m 
other aspects of the Medicare program. 

There is no question that this v.an be a good program for the elderly and for the 
HMOs which participate in it. However, ^ledlcare beneficiarie*s can be a vulnerable 
oopulatiun, and as was the sad result under the PHP iprepaid health plan/ program 
for Medicaid beneficiaries in California in the lost 19i0s, if such a program is 
abused, the results can be tragic. 

Many le*ssons have been learned from the PHP experience and subsequent efforts 
to create safeguards which are not so burdensome or mflexible that legitimate 
HMOs will not find government programs attractive, but which will provide the 
oversight and enforcement authority needed to prevent harm to the program s in- 
tended beneficiaries. We believe that the protections included in TEFRA and the 
proposed TEFRA regulations will, if appropriately implemented, insure that this 
new Me-dicare rcinibursement mechanism for HMOs realises its great prom&se. The 
safeguards range from requirements regarding the structure of the organizations 
which may participate unoer TEFRA, to the reimbursement and benefit provisions, 
to marketing and enrolLi.ent standards, and to individual member rights. They 
have been carefully selecUd to provide a framework within which the vulnerable 
Medicate population v.an successfully be offered a comprehensive prepaid health 
care option* 

First, in order to participate in the TEFRA Medicare program, an organization 
must either be a federallv qualified HMO or meet the standards for a competitive 
medical plan iCMP>, which in more generic terms also describes an HMO structure. 
The Office of Health Maintenance Organizations <OHMO> will be charged with the 
organizational eligibility determinations fur both HMOs and CMPs. We believe that 
this «s positive, since OHMO has successfully performed the HMO qualification and 
ongoing compliance function for over ten years. Through this process, federal quali- 
fication has become a good housekeeping seal of approval which is widely relied 
upon by employers, unions and consumers as a sign of viability and structural integ- 
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nip Wc believe that under the final rcKuIatiuns OHMO should apply the jwimc on- 
going compliance process to CMPs as will be applied to HMOs. 

While establishment of an effective quality assurance program is already u re* 
quircment for federall> qualified HMOs» under TEFRA it is made u spccifit condi- 
tion for entering into a Medicare contract. The same federal HMO standards are 
applied to both HMOs a» i CMPs under the proposed regulations and again m this 
Important area OHMO has a track record of uverseemg HMO cumpliance. Wc be- 
lieve this argues for a similar role for the agenc> under TEFRA for both hSiOs and 
CMPs.^ 

Moving be>ond the initial organiz^itional requirements for participation under 
TEFRA, the reimbursement system itself contains a number of safeguards. In order 
to insure an appropriate level of Medicare reimbursement for enrolled beneficiaries, 
the AAPCC formula includes adjustments for a variety of characteristics associated 
with the fwhfor service cost of providing Medicare benefits. These characteristics in- 
clude age, sex, geographic distribution, disability and welfare status and institution- 
alization While the formula Is not perfect, and we expect continuing work to im- 
prove it, it is adquate to provide appropriate levels of payment to HSiOs for their 
Medicare enrollees without underpayment^} or overpayments which will seriousiy 
disadvantage either the Medicare program, the participating HMOs or enrolled 
Medicare beneficiaries. 

The principle upon which the TEFRA HMO reimbursement system is based is 
that, due to their more efficient use of health care resources, HMOs will be able to 
provide Medicare Part A and Part B at less than 95 percent of the fee-for-service 
cost of these services, or 95 percent of the AAPCC, and that the savings generated 
Can be used to provide added benefit for HMO Medicare members. The adjusted 
community rate lACR) is included in TEFRA as U-c measure of the HMO s efficien- 
cy and A way of documenting that savings inure to the enrolled beneficiaries. 

HCFA must approve the ACR after determining that it is a fair calculation of the 
premium the HMO would need to cover the Medicare Part A and Part B benefits. 
The review Insures that the ACR is derived by the *>ame method used to establish 
premiums fcr ihe HMO's under C5 membere, with the addition of factore reflecting 
the expectc<! higher rate of use of services by the plan s Medicare members. 

The differ jnce between the ACR and the Medicare reimbur^meni level set at 95 
percent of t^e AAPCC reflects the savings generated by cost effective HMO patterns 
of medical jractice This amount must be used by the HMO to provide added bene- 
fits to its Medicare enrollees and prior to any benefit year, HCFA must approve the 
benefiti t!ie HMO proposes to offer to insure that they fully reflect the value of the 
savings. 

•^•'urther, if the HMO offers benefits beyond Medicare Part A and Part B and those 
wljch must be covered by the saving, it can charge a premium for such supplemen- 
tal benefits HCFA must approve this amount, as well, to determine that it is calcu- 
latcd in same fashion as the ACR for Med ica recovered benefits. This premium and 
the specific benefits it covers must be disclosed to the HMO's Medicare members. 

Wc arc pleased that TEFRA cnstablishes considerable HCFA oversight authority 
over enrollment and marketing practices. The key to HMO sua*ess over the last 40 
y ears has been the element of Informed choice. We are particularly sensitive to the 
care which must be given to educating the elderly as to all of the advantages and 
disadvantages of HMO membership. The proposed TEFRA regulations required that 
an HMO must maintain and provide Its Medicare members with written rules re- 
garding how and where to obtain services from or through the organization, disen- 
rollmcnt nghts, procedures for paying any out-uf pocket costs, grievance and appeal 
procedure^ and other matters. It Is critical that this basic inTormation be clearly 
and readily available to every HMO Medicare enrollce. 

Further, all marketing materials diiected at Medicare beneficiaries are subject to 
HCFA review and approval The proposed regulations list prohibited marketing ac- 
tivities which include use of discriminatory or unethical materials, use of mislead- 
ing or confusing materials, offers of gifls or pavments as an inducement to enroll, 
and the use of oral or written statements which conflict with, materially alter, or 
erroneously expand upon the materials approved by HCFA. We believe that these 
prohibitions will provide effective authonty to prcxludc* improper marketing prac- 
tice, and we are recommending that door to door solicitation, because it is so easily 
subject to abuse, should be added to this list. Worthy of note, is the special mention 
In the preamble to the proposed regulations of improper marketing activities as a 
basis for the termination of an H\fO Medicare contract. Hie preamble points out 
that HCFA's authority is broad enough to permit termination "if an organization 
has a repeated p^ttein of questionable marketing activities, no one of which is itself 
a cause for termination. • . " 
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The nuiikcting matcnalb can be expected to contain a full dcbcriptiun of the bene* 
fiUt uflered and the bvupe and cundUiunb of coverage. One of the mubt difncult cundi 
tiunb to cumniunicate efTect4veI> to the Medicare population 15 that services niubt 
either be obtained dircctl> from HMO ph>sicion5 and facilities or arranged for b> 
the HMO, unleb^ the berviceb are of an emergency or urKentI> needed nature. The 
clarit> of the marketing materials in this regard is critical, as are ongoing efforts b> 
the HMO to insure that its Medicare members are familiar with the HMO deliver> 
s> stern. The statute and regulations give HCFA effective oveniight in these areas. 

To insure that Medicare beneficiaries arc not onI> full> informed of their rights 
and the o|>eration of the HMO's b>stem but that they are satisfied with the services 
received, one of the most important safeguards in TEFRA is the provision which 
|M:rmils HMO Medicare members to disenroll at an> time, for an> reason, upon one 
month's notice to the HMO. Some of the worst abuses which occurred in connection 
with the California PHP program arose because Medicaid beneficiaries failed to re- 
ceive adequate health care services but could not leave the prepaid plans in which 
the> were enrolled. Under TEFRA, a Medicare beneficiary who is dissatisfied with 
services received or lack of access or who simpl> deciders that he or she does not hke 
the HMO system may disenroll at any time. 

In a similar vein, an HMO Medicare member who is dissatisfied with health care 
services provided b> or through the HMO or coverage determinations made by the 
HMO must have access to an internal grievance procedure and has access to a Med- 
icare appeals process comparable to that available to all other Medicare benefici 
arics. 

The HMO IS required to enroll Medicare beneficiaries during an open enrollment 
period of at least 30 da>s up to the hmit^ of ilb capacit>. The question gf capacit> is 
an important one both with respect to insuring that an HMO makes a fair portion 
of Its capacit> for new members available to Medicare bcneficmries and that itb cu 
pacity for such members is not widely exceeded. 

On the one hand, capacit> should not be so restricted that HMO membership is 
not a reasonably available option for the Medicare beneficiaries in the HMO's geo^ 
graphic area. On the other hand, enrollment of more Medicare members than the 
HMO IS prepared to serve can cause unacceptable limitations on access to services, 
stress on medical recordkeeping capabilities, difficulty in maintaining critical utili 
i^tion control and quality assurance programs, and other management problems. It 
is coiiiiiionly estimated that Medicare members use four times the hospital days f>er 
thousand members that under 05 members use, and they, of course, require stgnifi 
cantly more health care resources in other respects as well. The impact gf enrolling 
such members in a self contained comprehensive health care delivery system can be 
substantial and must be carefully planned and skillfully managed. Under the pro- 
posed regulations, HCFA has the authority to negotiate reasonable capacity goals, 
lis well aa to oversee the quality, appropriateness and timeliness ' of services deliv 
ercd. 

In summary, we believe that ihese safeguards and others tn the TEFRA statute 
and regulations provide ihc basis for successful prospective reimbursement program 
which will increase the availability of HMOs to Medicare beneficiaries ana for the 
first time will give Medicare beneficiaries the full benefita of HMO membership 
through comprehensive health care benefits with reasonable and predictable out^i 
pocket costs. 

We have learned through experience that serious abuses in prepaid systems, 
whether or not they are HMOs, can do great damage to HMOs nationwide tnrough 
a quickly operating guilt by association. CHAA and its member plans, therefore, 
have great deal at stake in urging that standards be put in place which will assure 
that the TEFRA Medicare program is a success in every organization in which it is 
instituted. We cannot suy that there are "o improvements which can be made in 
TEFRA and lU regulations, but we do strongly believe that the oversight, compli 
ance and enforcement authority they contain will provide the basts for a successful 
program. The sooner their safeguards are implemented, the better will be the oppur 
tunity to establish a positive track record for this much needed program. 

Our members are eagerly awaiting the availability of the permanent prospective 
reimbursement program for HMOs under TEFRA in large part due to the impress- 
sive experience of the Fallon Community Health Plan and Kaiser Foundat jn 
Health Flan of Oregon. HMOs can indeed offer broader benefits to Medicare benefl- 
Clarices for their health care dollars under such a system, and affordable, high qua.1 
ity comprehensive health care is more important to the elderly than ever before as 
m/lation and benefit reductions erode their available funds. To put the TEFRA pro- 
gram in place and assure its success will be une of the most positive contributions to 
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the natiun*& health uire aystem in this devude. We luuk funvard to duf/purting that 
effort. 

Mr. Mica. Our next witness is Dr. Jay Sanders, the senior vice- 
president for medical affairs. 
Dr. Sanders. 

STATEMENT OF DR. JAY SANDERS 
Dr. Sanders. Thank you. 

Congressman Mica, Congnissman RInaldo, Congressman Smith, 
before making my formal remarks, I would like to say something 
specifically apropos to the comments made b> two of the consumer 
witnesses. 

I think it is critical to state that IMC does not condone, nor will 
it ever justify an> mistreatment on the part of any patient, wheth- 
er that mistreatment is an administrative problem, or whether 
that mistreatment relates to a medical problem, and we have Insti- 
tuted In an attempt to avoid these type of problems, a membership 
satisfaction assurance program. In which regardless of what the 
particular complaint may be, a single telephone number may be ac 
cessed, and that individual can get that problem resolved within a 
48-hour period of time. 

We are a large organization. The organization is made up of 
people, systems, rules, and regulations, and there are going to be 
problems, and we have problems, but we are committed to making 
sure that those problems are resolved. 

As you noted, I am senior vice-president of medical affairs at 
International Medical Center. I am also clinical professor of medi 
cine at the University of Miami's School of Medicine and was for 
merly chief of medicine at Jackson Memorial Hospital, and director 
of medical affairs at Mt. Sinai Hospital. 

Our objective today is to provide a forum to exchange views on 
the relative merits of an Important innovation in medical care de- 
livery, the HMO. While it has only been recently introduced as an 
alternative health care system, within the south Florida communi- 
ty, the HMO has been in existence since 1929. Its initial growth 
was slow because of unfamilarity on the .part of the public, an atti- 
tude of benign neglect on the part of the academic community, but 
predominantly as a result of Intense opposition on the part of orga 
nized medicine. However, the HMO has recognized rapid expansion 
within the past decade. Concerned by the ever-escalating costs of 
health care resulting in inability of many to afford needed health 
care, and encouraged by the results of numerous studies, docu 
menting the quality and cost effectiveness of HMO s. Federal legis- 
lation has subsidized and the corporate and public sector have en 
couraged their growth and development. 

How does the HMO differ from traditional methods of health 
care delivery? What are its characteristics? 

The HMO assumes a contractual obligation to provide health 
services to a voluntarily enrolled patient population. Patients pay a 
fixed fee, thus assuring them in advance that all medical and surgi 
cal care, hospitalization, diagnostic laboratory tests, x rays, and all 
other medical expenses will be covered. 
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By placing the HMO under financial risk, thure is an incentive 
for cost effective care. The HMO encourages health maintenance, 
emphasizing preventative approaches tu health care. Special pro- 
grams for risk factor identification and reversal are supported. 

The HMO, b> neutralizing the economic barriers to health care, 
tends to foster more accessibility to medical care, 

A studv done recently by the Arthur D. Little Co. of Cambridge. 
MA of the IMC HMO demonstrated that we had une and-a-half 
times more health center ambulator> visits per person than the av- 
erage ambulator> deliver> s>stem in the countr>, and by improved 
accessibility, one is able tu potentiall> Identlf> disease processes at 
an earlier, more treat&ble stage. 

In many HMO's, medical services and records are kept in one 
place, and you have access to a team of ph>sicians on site, thus 
centralizing the health care s>stem to allow for greater efricienc>, 
continuity, and availability of care. 

Concerning grievance procedures, in contrast to the traditional 
health care system, elaborate grievance procedures are available, 
and in fact, required b> federally qualified IIMO s such as IMC. 

In Minnesota, which allows HMO members tu appeal their com- 
plaints to the State department of health, an average of only 10 
complaints per month are received from the 432,000 Minnesotans 
who belong to HMOs. A similar level of satisfaction was recently 
corroborated b> an independent stud> by the Universit> of Miami 
relating to the level of satisfaction of IMC patients. A complete 
copy of that stud> has been submitted to this committee, but in 
summary, I would like it clearl> stated that over 95 percent of the 
patients indicated their satisfaction with the care received. 

Now that some of the advantages have been noted, we need to 
clearly address the criticisms that have been and continue to be 
levied predominantl> b> organized medicine. The major concern 
centers around the concept that because the incentive in an HMO 
is cost effectiveness, there hus to be an inevitable reduction in the 
amount of medical care delivered, and therefore, a concomitant re- 
duction in the qualit> of care delivered. I think it should be evident 
that less quantit> cannot be equated with less quality, in the same 
way that over utilization and excessive costs which characterize 
many aspects of the traditional fee for service delivery system 
cannot be equated with higher qualit> care. As was previously 
pointed out, IMC does more ambulator> care per person than the 
nationwide average, and it is probabl> this emphasis on ambulato- 
ry care that avoids excessive hospitalization and the spiraling costs 
related to that system. In 1982, the president of the Los Angeles 
County Medical Association stated, HMOs will send you for a 
second, third, fourth opinion until you drop out. The> don't want 
the sick, they want the working well. It s who can deny the most 
care for the greatest profit." First of all, it seems somewhat ironic 
that a spokesman for the medical care delivery system that has 
been identified as the major cause for the spiraling economic costs 
of our present health care in this countr>, is accusing the HMO of 
trying to obtain excessive profits. Second, it should be noted, as an 
example, that IMC IIMO has a patient mix which is greater than 
60 percent over age 63 which every medical e.\pert will agree repre- 
sents a patient mix that requires the most health care services. 
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Regarding the quallt> of medical care provided b> HMO's, two 
bigmncant btudiub have been published. In 1080, Dr. John William 
5on of Johns Hopkms School of Public Health reviewed ever> eval 
uation of HMO qualit> done between 107)8 to 1070. He selected only 
tho&e studies that met the criteria for scientific soundness. Each 
stud) had to compare care received b> HMO members with care 
received b> a comparable population in the fee for service system. 
Dr. Williamson found 27 studies that met that criteria. In 19 stud 
les, the qualit> ^f care in HMO s was found to be superior to that 
m other settmgs. In the remaining eight studies, either qualit> was 
found to be similar or the total stud> findings were, inconclusive. 
Most importantlv, in none was the qualit> of care in the HMO's 
below that of other settings. Another conclusion of the study \yas 
that the quality of care was better for the poor and those with high 
medical needs in comparison to that provided to a similar popuia 
tlon in the non-HMO setting. , , ^ 

A second studv conducted b> the American Medical Association s 
Council on Medical Service in 1980, not onl> looked at previous 
studies of HMO's, but conducted Its own extensive review of 15 
HMO s. In view of the AMA's reluctance to endorse the concept of 
HMO s, the Councils conclusions take on added significance. "To 
the extent that various factors used in quality assessment have 
been used to measure care for HMO en jllees and for a comparable 
fee for service population, the medical care delivered b> the HM0*3 
appears to be of a generall> high qualitv. The HMO approach, 
where viable appears to have the potential to provide health care 
of acceptable qualit> at a lower total cost to enrollees than many 
other health care systems." 

Most importantl>, and of particular significance relative to the 
major criticism heard from the traditional fee for service system, 
was that nothing in the literature indicates that HMO Savings 
result from enrollees receiving less care than they need. ^ 

Thus, neither of the studies confirm the perception that HMps 
do not attract doctors of as high a quality as does fee for service 
medicine. And, in fairness, it does not confirm that the average 
physician within an HMO is different from the average physician 
in the fee for service area. However, all HMO s must be consistent 
1> cognizant of the fact that qualit> of care and utilization of serv 
ices, in particular underutilizatlon, needs to be constantly moni 
tored. At IMC. HMO, a unique qualitv assurance program that goes 
beyond what 15 traditionally required, has been developed. Headed 
by Dr. Eugene Komrad, who is a medical director of the Dade 
Count> Professional Standards Review Organization, IMC's pro- 
gram incorporates an extensive internal peer review system with a 
comprehensive external auditing process In which a team consist 
ing of a physician, nurse-practitioner, and adrninistrator evaluates 
every aspect of the ambulatory health care dellver> system of each 
uf our providers. The team examines charts for appropriateness of 
medical care, the administrative functioning of the oflice, and the 
physical condition of the facilitv. A copy of the audit survey docu 
ment is included in the material presented to this committee. 

This comprehensive procedure is similar to what the Joint Com 
mission on HospiUl Accreditation requires to ensure that all hospi 
tals meet a certain high standard, and is the only system of its 

Er|c 67 



G8 

kind to examine what goes on in the individual physician's ofTice. 
This ambulatur> auditing pruteduru is never dune b> any regulato- 
ry bod> in the fee for service medical delivery system. Parenthetic 
cally% it should be noted, and is perhaps obvious, that a major in- 
centive in a system that attempU to be cost effective is to obtain 
the highest quality of physician. A poor physician will lead to 
higher, not lower, costs. I am sure that it is also apparent that if 
an HMO like IMC identifies a jjhysician who is not meeting Its 
standards, it can and it has dismissed that physician. Tlu; irony is 
that once dismissed from the HMO, no one takes his or her license 
away That physician is now caring for patients in the fee for serv- 
ice world. 

There is an obvious, perhaps understandable, fear on the part of 
organized medicine of the HMO, similar to their early opposition to 
group practices, which now flourish, and to medicare, which now 
flourishes. 

Mr. Mica. Would you please summarize, 30 seconds. 
Dr. Sanders. Yes, I will. 

The HMO movement is not trying to replace the fee for service 
practice of medicine. It is asking for an opportunity to demonstrate 
that it has a role in our health care delivery network. Many of its 
systems for hospital utilization control and ambulatory rather than 
hospital evaluation have, in essence, been adopted by the Govern- 
ment in the enactment of the DRG regulations. 

Rather than opposing it for the wrong reasons, it should first be 
tested fairly. At the very least, the same criteria that are being uti- 
lized to evaluate the HMO, should be applied to the fee for service 
delivery system. 

Thank you. 

[The prepared statements of Dr. Jay Sanders and Mr. Miguel Re- 
carey, Jr., follow.] 

PKKrARKD STAmiENT OF Ja\ H. Sandkrs. M.D.. Se.nior Vice Presidknt tor 
Mkdicai* Akfairs. Intkrnational Mkdical Ckntkrs 

Our objective toda> h lu provide a furum to uxthangu Muvib on the relative mcnt3 
of an important Innuvatiun in medical care delivery— the HMO. While it has only 
rpcently been Introduced an alter native health care system within the south 
J^londa community, the HMO has been in existence since 1929 and is now repro* 
st'ntod 300 prepaid programs ^Krrxjng over IG million people throughout the 
t.nited States Its mitUi growth wa» .slow because of unfamilianly on the part of 
the public, an attitude jf benign neglect on the part of the academic commumly, 
but predommantiy as a result of intense opposition un the part of organized medi- 
nne However, the HMO has recognized rapid expansion within the past decade. 
Concerned b> the e\tr escalating costj* of health care resulting in the inability of 
niaivy to afford needed health uire. and encouraged bv the resuits of numerous stud- 
ics a^u'nt.'ntlrig the quality and cohtr^ffcxtivencsa of HMOs, fcxierai legislation has 
subsidized and the corporate and public sector have encouraged iheir growth and 
development. 

How does the HMO differ from traditional methods of health care delivery? What 
are its characteristics? 

1 The HMO assumes a contractual obligation to provide health services to a vol- 
untarily enrolled patient population. Patients pay a fixed fee. thus assuring them in 
advance that all medical and surgical car^, hospitalizations, diagnostic, laboratory 
tests, x-rays and all other medical expenses will be covered. 

2 By placing the HMO under financial risk, there is an incentive for cost-effcxtive 
care. 

The HMO encou raises health maintcname eniphasizinK preventative approach- 
es to health care Special programs for »'sk factor identification and reversal arc 
supported. 
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4. The IIMOt b> ncutiali/.ing thv txunomic barricra to health vure, tendb to foster 
mure; a<.<.cs9ibiht> tu medtcut cure. A stud> dune b> the Arthur D. Little Health S>s 
icms Dkvtsiun uf the IMC IIMO demuitstrated that Me had une and un&half time:» 
muiL heullh center umbulalur> vibita per perburi than the average ambulatur> dcllv 
ei^ «»^»lcm in the v,vuntr>. And b> impru\ed accCi>3ibilit>, une is able to potentially 
identify difjcasc processes at an earlier, more treatable stage. 

o. In man> HMOs, ntcdual services and records arc kept it\ one place and >ou 
have access to a team of physicians on site, thus ccnlraliiing the health care system 
to allow for greater efficiency, continuity, and availability of care. 

6. Grievance Procedures— In contrast to the traditional health care bystcmt clabo^ 
rate grievance procedures ure available and in fact required by federally qualified 
IlSfOs such OS IMC. In M.nnL*sota, which allows HMO members to appeal their 
compiaintd to the Slate Departnient of Health, an average of only 10 complaints pel 
month are received from the AoZ thousand Minnc^sotans who belong to HMOs. A 
similar ievel of Siilisfaclion was recently corroboralc-d by an independent study done 
by the University of Miami relating to the Kvel of satisfaction of IMC patients. A 
complete c^py of that study has been submittc-d to this Cvu«mittee, but in summary 
I would like it clearly sliited that over 9o7& of the patients indicated their satisfac 
tion with the care received. 

Now that some of the advanttiges have been notc-d, we need to dearly address the 
crilii^isnts that have bven and continue to be levied predominantly Dy organized 
medicine. The mtijor concern centers around the concept that because the incentive 
in «n HMO is cost-cffcxtiveness, there has to be an inevitable reduction in the 
amount of incniiciil care delivered, and, therefore, a concomittant reducUsin in the 
«|uaiity of caie delivered. I think «l should be evident that less quantity cannot be 
equaled with less quality, in thu oame way that over utilization and excessive costs 
which charactcrue many aspects of the traditional fc*e for service delivery system 
cannot be equated with higher quality care. As was previously pointed out, IMC 
does more aiabulaloiy care tier persvn than the nationwide a\eragc. and it is prob> 
abiy this emphasis on ambulatory care that avotUs eAvCssive hospltaiiz<ition and the 
sfiiraiing costs related to that systein. In 1982, the President of the Los Angeles 
County Medical Association stated HMOs will send you for a second, third, fourth 
opinion until you drop out. They don'l want the sick, they want the working well. 
Its who can deny the most care for the greatest profit." First of all, it ocems some- 
what ironic thtit a spokesman for the medical care delivery system that has been 
ideniified as the major cause for the spiraling cvonomic costs of our prc*scnt health 
care in this country is accusing the HMO of trying to obtain excessive profits. 
Scxond, it should be noted, as an example, that IMC. HMO has a patient mix which 
IS greater than 6U'/p over uge €5, which every medical expert will agree represents a 
patient mix that requires the most health caro services. 

Regarding the qu(«lity of medical care provided by HMOs, two significant studies 
have been published. In IDSO, Or. John Williamson of Johns Hopkins School of Hy 
gicne of Public Health reviewed every evaluation of HMO quality between 1958 to 
IJTD. He seieclcni only those studic*s that met the criteria for scientific soundness. 
Each oladv had lu cum pare care received by HMO members with care received by a 
cum parable populaliun in the fcx fur service svstem. Dr. Williamson found 27 stud 
les tht met the criteria. In 13 studies, the quality of care in HMOs was found to be 
superioc io that m other settings. In the remaining B studies, cither quality was 
found lo be simiiai or the total study findings were inconclusive. In none was the 
quality of care iri HMOs below that of other settings. Another Conclusion of the 
study was that the quality of care was better for the poor, and those with high med 
icai ncx-ds in comparison to that provided to a similar population in the non HMO 
setting. 

A second study conducted by the American Medical Association's Council on Med 
icai Serv lev in aJSu not only lookc-d at previous studies of HMOs but conducted its 
own extensive review uf lu HMOs rep. anting a cross^xtion of si£C and location. 
In view uf the AM As past reluctance to endorse the concept of HMOs, the Councils 
conclusions lake on added significance. "To the extent that various factors used in 
quality assessment have bc*en used lo measure care fo^ HMO enrollees and for a 
comparable fc*e for service population, the medical care delivered by the HMOs ap- 
pears to be of a generally high quality. The HMO aporoach, whe:e viable appears to 
nave the potential to provide health uire of acx:epl4iUe quality to a lower total cost 
to enrollees than many other health care sysvenis." Most importantly, and of par 
ticuiar significance relative lo the ma^or criticism heard from the traditional feed 
ior service system, was that nothing in the literature iridicates that HMO savings 
result from enrolles receiving less, care than they necni." 
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Thus, neither of the studies confirms the perception that HMOs do not attract 
doctors of as high a quahty as docs fee for service medicine. And, m fairness, it does 
not confirm that the average physician within on HMO is djfi'erenl frc/m the aver- 
age physician in the fee for service area. However, oa HMOs must be consistently 
cognizant of the fact that quality of care and utilization < r services— in particular 
under-utilization-need to be constantly monitored. At IM/ KMO a unique quality 
assurance prograni that goes beyond what is traditionallj vrjuried as been devel- 
oped Headed by Dr Eugene Comrad, who also is Mediu. ^Director of the Dade 
louniy *^KO, iMt s program incorporates an extensive ir.,tctnal pre-review system 
with a comprehansive external auditing process in which a team consisting of a 
physician, nurse practitioner, and administrator evaluates ever>i aspect of the ambu- 
latoiy health care delivery system of each of our providers. The team examines 
charts for appropriateness of medical care, the ndministrativG functioning of the 
olTice and the physical condition of the facility. A copy of the audit survey document 
18 jncludcd in the material presented to this Committee. This comprehensive proce- 
dure IS similar to what the Joint Commission on Hospital Accreditation requires to 
ensure that all hospitals meet a certain high standard and is the only system of its 
kind to examine what goes on in the individual physicians office. This ambulatory 
auditing procedure is never done by any regulatory body m the fee for service medi- 
cal delivery system Parenthetically, it should be noted, and is perhaps obvious, that 
a m^jor incentive in a system that attempts to be cost-efiective is to obtain the high- 
est quality of physician. A poor physician will lead to higher, not lower, costs. 

I am sure that it is also apparent that if an HMO like IMC identifies a physician 
who IS not meeting its standards, it can, and it has, dismissed that physician. The 
\rony is that once dismissed from the HMO no one takes his/her license away. That 
physician is now caring for patients in the fee for service world. From a strictly the- 
oretical standpoint, let us assume that organized medicine had the authority to im- 
mediately dissolve IMC as a delivery system. Where will the physicians who were in 
IMC now be'' That is correct-in the fee for service delivery system. And who will 
be watching what they do in their office? 

There is i^n abvious, ocrhaps understandable, fear onthe part of organized medi- 
cine o[the HMO, similar to their early opposition to group practices, which now 
nourish The HMO medical deliverv system has grown rapidly. It has diminished 
*ne patient population of many fee for service physicians and thus has resulted in a 
renex antagonism generated predominately by economic concerns but voiced as 
quality »ssu;f This reaction is similar to what has been seen around the country 
when any HMO is introduced into a community as an alternative health care 
system Physicians who want to participate have actually been threatened by their 
CO leagues not to join or they will not receive consultations from them. Hospitals, 
I" " n ^ pressure from their medical stafl", have at times refused admission 

10 HMU enrollees except in emergencies. Leadership rolls in county medical soci- 
" denied physicians as a result of their participation. 

IMC. like many HMOs, when it first got started had difficulty attracting as many 
01 the type of physicians it wanted because of general resentment by the physicians 
of the concept i a fashion IMC was placed in a Catch 22 position. Physicians, who 
were quality p jicians, refused to join and then pointed a finger at us and said we 
did not have r My care. Despite this we have been successful. And as is now evi- 
dent by the participation of the physicians who head up our quality assurance pro- 
gram and who are our chiefs of our various departments we have demonstrated our 
commitment to quality care. 

, The HMO movement w not trying to replace the fee for service practice of medi- 
cine It IS asking for an opportunity to demonstrate that it has a roll in our health 
care delivery netvv-ork Many of iU systems for hospital utilization control and am- 
Oulatory rather than hospital evaluation have in essence been adopted by the gov- 
ernment m the enactment of the DRG regulations. Rather than opposing ii for the 
wrong reasons, it should first be tested fairly. At the very least, the same criteria 
that are being utilized to evaluate the HMO should be applied to the fee for service 
delivery system A motion generated criticism should be replaced by comparative 
scientific studies Physicians who oppose the system should first participate in it to 
see If the system actually causes them to deliver a lower quality of care. Wc can no 

onger afiord th^ luxury ^f pur present system. If there are no viable alternatives 
that attempt to provide quality care within a cost-efficient framework, these hear- 
ings in the next lew vears will be debating the agonizing question of who should be 
kept alive, because there will not be the money to ofler that opportunity to every- 
one If you think I am exaggerating the situation, please look at the English system 
where kidney dialysis is not ofl^ered to patients over the age of 65. 

I thank you for the opportunity of sharing my thoughts with you today. 
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Prepared Si ATKMhNT u^ Miooll Recahey, Jh., PatsiohNT uf IMC Jnternational 
Medical Centers-HMO) 

IMC bturtud 4is a SUilc IIMO 12 >eurs ago. It was acquired b> present manuf»e 
ment in i97tt und in Lite i9hO ubtainud Federal Qualificatiun. There were no loan 
guarantees or grants requested from the government. 

IMC IS the unl> HMO in Flurida that uwnb ita uwn hospital Miami General Hos 
pitai— a doU bed medical center located lii Dade Count>. We aUu contract with add I 
tiunai hospitals in Date Count> well tis other hospitals in the various counties 
that we serve. In addition, IMC has selected Blue Cross as it^ intermediar> to pa> 
an> hospital that IMC docs not have a contract with. This insures that our Mcdi 
care members will have access in case of emergency to the nearest hospital at all 
times. IMC wa» the second HMO m the nation to enter into a Medicare Risk Con 
tract. This took place in January, 1982. Furthermore, IMC was the first HMO in 
Morida to enter into the Demonstration Contract with HCFA, which contract start 
cd on or about August, 1982. 

I must make a parenthesis, and add a positive note regarding the professionalism 
ot HCFA in ail matters relating tu our HMO and the State Insurance Commission 
er's office. 

After IMC was tjranted its Demonstration Contract, HCFA felt that it would be 
heaith> to have competition in the south Florida area. Four other HMOs came into 
the market a few months after IMC. \Vc fcH;l it was a health> move since We at IMC 
believe in competition. 

We have a commitment to excellence. Today we also have with us our Vice Presi 
dent of Medical Affairs, Dr. Ja> Sanders, a former member of the faculty at Har 
vard Medical School and Professor of Medicine at the UniveRiit> of Miami, former 
Chiel of Medicine at Jacki»on Memorial Hospital, fornier Mc>dical Director at Mount 
Sinai. Dr. Sanderb is in charge of the IMC medical «taff and related medical oper 
ations a^ well tis the implementation and continuing enhancements to our unique 
quality assurance program. 

The counties m Florida where we are presently rendering services to Medicare 
beneficiaries are. in the East- Dade, Broward and Palm Beach Counties. In the 
West— Tampa, St. Pete, Hillsborough, Pasco and Pinellas Counties. 

IMC has 7 wholl> owned medical centers, appioximatelji; 10 in joint venture mode 
and over i30 private ph>stcians offices aa part of our delivery network. IMC is the 
largest HMO In Florida. We have also the largest Medicare enrollment of an> 
HMO-demonst ration contract in the nation. We have presently enrolled close^ to 
JU,UUU Mc'dicare members which represents approximate^ Bo7c of all South Florida 
Mc-dicare enrollmenl. This is imporianL, so that IMC 6 pciccntage of complaints and 
anv other matters are kept in \is proper perspective. 

In addition, we have approximately 40,000 commercial enrollees, which .T^eans 
that we are servicing approximately 130,000 memberb. IMC is twice as large as the 
next HMO in the SuUe of Florida. Our memberb are served b> nearly 1,200 physi 
cians and o,oOO employees. Glenn Ford is our s^kesman for the Medicare program. 

We feel that the rc»search comfx^nent of IMCs Demonstration Program is unique 
and very important. IMC is committed to research with HCFA, and plans to Contin 
ue in the forefront of HMO research in this area. We are enclosing herewith, inde 
pendent research studies conductc>d under the direction of Richard L«n^endorf, 
Ph.D. irom the Univerbity of Miami. One hai> tu do with patient satisfaction, an 
other with reasons for disenroUment, and the third one with enrollment decision 
process. 

Regarding patient satisfaction, I encourage you to read the reports or the Execu 
live Summary page showing that neaily Oo7c of the IMC members report satisfac 
tion, vb. iebs than 37© who report various levels of dissatisfaction. Pertaining to the 
reasons for disenroilmenl, approximately 107c of disenrollmenti* are a combination 
uf moving out of the area and wanting their own physicians. Of those who disenroll, 
and this is very imporlanl, iA7o indicated they were very satisfied, or somewhat sat 
isfied with the plan. These figures can be found on Page 11 of the second report. 
These figures are very imprebiave, where we realise that the over Co population is 
verv demanding and experienced in many aspects* of the health care delivery system 
in America. 

In reference to the enrollment decision, I think that you would be interested to 
know that 63% of IMC members learn of the plan through friends, etc., 199C 
through T.V. and U7o through newspaper. This totals 93% of our enrollment. The 
remaining 7% balance, learn of IMC by either physicians oi other members of the 
medical profession. 
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One important clement of the rubeurch ib the spetifit enroHnient and dtsenroH- 
ment processing In order tu address> this area. IMC 15 the first HMO m the nation 
which has contracted with HCFA and Compuserve providing un-Ime instant access 
to the Social Sccurit> Computers effective June, 1D8-1. This on-Ime communication 
will insure: 

(1) A quicker enrollmont/disenrollment process. 

[2) To more accuratel> be able to inquire into the Social Securit> computers, prior 
to enrolling a member, and find out if maybe a Medicare number is wrong, or the 
person Is ineligible for an> reason, the extent uf Medicare eligibility, or is presently 
enrolled in another plan, etc., prior to submitting these to HCFA. 

Up to now, many of the above reasuns resulted in rejections b> HCFA for mem- 
bers that both the HMO and the member thuught eligible, A Mgmficant amount of 
confusion has resulted in the past regarding status uf enrullmeni ur disenrollment 
that will now be eliminiited. 

Benefit packages. We are enclusing a benefit package fur the Guld Plus Plan, It is 
our original benefit package, and vvc have nut changed it frum the way it was start- 
ed This package is a no^premium, no-deductible, and no-vupa>meniii plan. It is a 
vcr> comprehensive program that pruvides uur ^eniur members with tremendous 
benefits. No co^jnsu ranee and deductibles, nu limit on inpatient huspital diiys, phar- 
mac> prescriptions at Eckerds ur Walgreens ^tures, a comprehensive dental pro- 
gram, two pair of glasses a year, Uianks tu Senatur Pepper, hearing aids , . , We also 
provide transjwrtation tu and fijm the center when mediLan> necessary. AH at No 
Cost to the Medicare members of uur plan. It is ver> important m counties where 
the seniors have a need for transportatiun when niediLalI> necessary because of the 
expense it means for them. 

.^is far as we know, we are the unl> HMO that explains after an enrollment appli- 
cation is received and signed b> the senior, the lock-in pruvisiun. We call each and 
e\er> applicant and explain tu them, iifter receiving a signed application, that we do 
have a provision vvhereb> members are restricted to service by our physicians and 
our staff except in case of an emergenc>. And at that time, 6% of those who have 
signed applications with us decide nut tu juin and sa> that the> misunderslwd and 
they do not want to be members. This step alone shuws the cummitment of IMC to 
assist its members. 

IMC is saving approxImatel> ten milliun dollars a >ear tu the guvernment, plus 
administrative ana claims processing Losti* that are ver> significant. As membership 
increases, so will the savings increase, 

RegiirJing premiums, there are none at IMC for Medicare members, Nune whatso- 
ever stated, none whatsoever hidden. We feel it ib very important that we do not 
promise anything we cannut pruvide. This is perhaps one of the reasons uf our suc- 
cess We do not get into a situatiun where prior approval was necessary. We do not 
say there are no premiums fur the senior to later find out that there are a number 
of ca payments. As a matter uf fact, we encuuragc uur members to visit our medical 
centers at no cost per visit. 

However, we understand that the HMO is nut fur everyune. Not everyone believes 
in earJy detection and preventive medicine. 

We invite you to tOur our facilities, our central uffices. Please contact Dr. Angel 
Alvarez or myself if you would like to have the upportunity to visit with us, 

Mr, Mica, Thank you. 

Our next witness is Jonathan Rose, director of administration, 
AvMed, Inc, 
Mr, Rose, will you please proceed? 



Mr. Rose. AvMed thanks the Congressman for the invitation. 
As an introduction, we would like to state, though, that Palm 
Beach is a bit. new for us. Although we are operating under the 
same charter as the demonstration grant, and are equally federally 
qualified. Palm Beach, for us, is a new and growing concern, as 
well as a new endeavor. 

We are just now looking at the Palm Beach market We are just 
now understanding what the concerns are in Palm Beach, both on 
the hospital side and on the physicians side, and it s why we were 
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bu eager to attend this meeting to get a full grasp of some of the 
situations or issues that we're contending in Palm Beach County. 

There are three issues that I would like to touch on briefly. First, 
it's a bit surprising that no one has addressed an issue that regards 
HMO s, that AvMed is certainly dedicated to, and the concept I'm 
speaking of wellness versus illness. 

At AvMed we are not a staff model or clinic model. We are solely 
predicated on what's called an IPA, Individual Practice Associa 
tion, which is a group of physicians who deliver health care out of 
their own offices. 

Our ph>sician enrollment in this area is quite large in Dade and 
Broward. We have found a continuation of care to the patient at 
this level, very conducive both to the patient s care and the pa- 
tient s understanding of what an HMO is. Many times patients do 
not have to leave their family ph>sician that they have known for 
some time, instead, the> can continue that care in that physician's 
office. 

We are committed to this, and we have found that in the past, 
patientii trul> enjoy this role, truly enjoy seeing the same physician 
in the same surroundings. 

The wellness versus illness issue, of course, is a lot of what the 
HMO's are predicated on. The availability to go to your physician, 
at either a nominal or no cost content, to receive care at the first 
sign of concern of illness. 

Again, following the fundamental beliefs that you are more com- 
fortable with your own physician and your own physician has a 
continuation of history of >our care, we have found that, in fact, we 
are preserving the wellness concept quite nicely. Many times 
people, patientij, who are not feeling well can now afford going to 
their physician, who has been their physician, for some time in 
their own office, and simply receive one or two tests, and many 
times alleviate the need for hospitalization, especially when you're 
concerned with the 65 and over. It's an easy route to treat an influ- 
enza at home, rather than to diagnose pneumonia In the hospital. 
Of course, all HMO s are predicated on this, and all HMO s truly 
believe that this is the way to deliver care. 

We've taken it one step further in being completely involved 
with, and comjiletely dedicated to the concept of letting the physi- 
cian practice his or her care in his or her office. We find that both 
comfortable to the physician and to the patient. 

In terms of moving into Palm Beach County, AvMed is very in- 
terested and ver> concerned, and is also on a fact finding mission, 
as it were, to understand what makes Palni Buach a bit unique. I 
think it is a bit unique in terms of how it's receiving, from what 
I've heard today, the HMO concept. 

It does not waiver our interest in Palm Beach at all, however, it 
permits us to understand some of the uniqut needs within Palm 
Beach County. 

As a summary to our position at AvMed, we do see a movement 
into Palm Beach County in the very near future. We will move into 
Palm Beach County, though, not with a staff model, but with our 
IPA model, permitting individual physicians to treat patients in 
their own offices. 
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Third, our movement into Palm Beach County, with the help of 

-l .^"u'^^r^'?^ understanding of what makes this county 
unique, hopefully, will permit us to do it with some ease and some 
quality care, that I'm sure all HMO's are dedicated to 

In summary, we thank you for the time you've afforded us. 

Mr. Mica. Thank you, very much. 

BrSw^rd MedijalsfciSy^^- "^^""^ '''' ^^e 

STATEMENT OF DR. ERNEST SAYFIE 

<i2L^^^^u - ^^^""^ y,?" ^^'■y '""'^h, Mr. Chairman. I'm Ernie 
r3 ' A ^.''Ofard County and past president of the 

Broward County Medical Association. Presently, Vm chief of staff 
a^^Memorial Hospital of South Broward District of Broward 

Honorable Congressmen, U.S. House of Representatives, desig- 
nated guests my physician colleagues, and friends. It is very diffi- 
cult to describe a general perspective of HMOs today in 5 minutes. 
That s been readily shown. It is more difficult to understand the 
multitude of forces that focus on and have an effect upon HMO's 
and other health care delivery systems that are developing in 
America today. Therefore, today, I have chosen to outline some of 
the problems and effects of health care and how HMO's fit into 
that scenario. 

f^iT^^^^T?-*® * 71 ^"^^ *° d«P«"d "P0"> or the premises are as 
follows: First, health care costs are high. 

Inflation, technology, and professional liability problems are the 
major reasons for this. Also attributed to this is an increase in the 
number of physicians in this country. Believe it or not, 21 percent 
Unl I'^u "?^.d'<="l graduates today practicing medicine today as 
licensed physicians in America. 

Second, Government, industry, and the people of this country 
cannot deal with the increased indices of health care costs. 
c«i ; „ Vu''^""'l®,'^ medicine is having difficulty in dealing with, or 
r^}l\l^ f?^ problems of increased health care costs, and finally, 
f • 5 K ^P"^ population is getting larger; it needs more atten- 
getting today ^^P^"^"^ ^^e posthospital area that it's 

folTows^*^*'""^ or the reactions to the above facts or premises are as 

First,- prospective payment systems have been formed both by 
government and industry. loimcu uum uy 

Second, the Government has developed the DRG's, which stands 
for diagnostic related groups, and PRO's, which stands for peer 
review organizations to control the utilization of health care. The 
Government also has supported HMO's. 

Thi health care coalitions have been formed to produce PPO's 
which stands for preferred provider organizations. 

the (SovernmenT''^"^"'^ ^"^^ "^^'^ °^ 

F»th, organized medicine has chosen to freeze fees and wishes to 
be the patient advocate with a high quality of care being delivered 
to patients at reasonable costs. e '^icu 
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Now, the result of all of the above are as follows: 
First, prospective payment systems generally guarantee care at a 
fixed ratu, but quality of care is overlooked and never guaranteed 
Second, the Government, and you are the Government, gentle- 
men, has a financial fiscal problem, and a fiduciary problem as 
well. The Government is running out of money to render care of 
any quality to the people for whom it has the fiduciary responsibil- 
ity and it is searching for systems, and hoping that the PPS s, the 
DRGs, the PRCs, the HMO's will help. Demonstration HMOs 
have been established as a means to possibly reduce costs. The ver- 
dict is not in as yet. ^ ^ , , . _ 

Third, health action coalitions have been formed. The chief exec- 
utive officers of leading corporations throughout this country have 
thrust themselves into the area of health care costs and formed 
health action coalitions in order to understand why health care 
costs are rising. They do not know what to do, but they are looking, 
and that s the thing to do. They have decided to become more in- 
volved in the governing bodies of hospitals in order to help control 
the costs, because approximately 65-70 percent of health care costs 
are at the hospital level where the doctors write orders for 75-80 
percent of these costs. The PPO's were formed to guarantee dis- 
counts on health care delivery, with the high quality and efficient- 
ly run hospitals and medical staffs. Thus far, the viability of this 
approach has not been validated by any credible source. 

Fourth, the HMO s. Because of the Government interest in solv- 
ing the problem of health care costs, they have given financial aid 
and financial sponsorship to the HMO's. Astute businessmen, 
whose motivation Is bottom-line profit, devised a method whereby a 
generic health insurance policy for industry and private citizens, 
including medicare participants could he delivered. I call this ge- 
neric because patients do not have their usual free choice of J^^^/" 
cal practitioners and medical facilities, and they lose the ability to 
get an unbiased second opinion. Remember, gentlemen, this is 
America and not England. We, in Broward County, both hospital 
providers and physician providers, who have tried to cooperate 
with the HMOs, are disappointed, discouraged, and dismayed by 
the practice of HMO s in our area. Patients do not get the care or 
the attention that they are promised or even the care that they de- 
serve. There is a lack of personal attention as demonstrated by pre- 
vious discussions, and also by our own emergency room reports 
which are as follows: * 

First, there are long waits to get approval from HMO medical di- 
rectors for treatment and or admission. 

Second, HMO doctors seemingly are never available to the emer- 
gency room patient, and as the result, hospital emergency rooms, 
or staff physicians on call, must assume the care and the legal re- 
sponsibility for the patient. . , , j ^ e 

Third, repeated incidents where patients have been dropped I rom 
HMO programs because of expensive chronic illnesses, long hospi- 
talizations or when longstanding office care is necessary , 

Fourth, avoiding tests or treatment that could be lifesaving is a 
common practice of HMO's for financial incentives. 
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Fifth, nonphysician care is rendered in some instances, where 
MD s or DO's should actually be present at the time of diagnosis or 
treatment. 

Where does this impersonal, restricted, uncaring profit-motivated 
system end^ In some cases, it is medically unethical and unprofes- 
sional. 

Fifth, organized medicine. The AMA, the Florida Medical Asso- 
ciation and its constituent county societies are concerned about 
health care costs and the presence of avante-garde approaches in- 
cluding the HMO's. We find no uiaque ethical issue in arrange- 
ments 

Mr. Mica. Summarize; 30 seconds. 

Dr. Sayfie. ok. 

^ I will just say that if a doctor accepts compensation for economiz- 
ing on patient care, this constitutes a conflicting interest. If HMO s 
are to continue to exist as is, giving less than quality care and ad- 
vertising with Government sponsorship, I feel greater problems in 
professional liability will develop. 

If HMO's are to succeed, they must improve their primary care 
personnel and respond t-o the everyday, routine needs of the Ameri- 
can people, which are used to getting more than HMO s are giving. 

The eyeglasses, hearing aids, et cetera, are carrots used in adver- 
tising to ^et subscribers to join a health-care system which is at 
best generic and gives less to people who deserve more. 

Gentlemen, you and your Committee on Aging must decide 
which road to take. Decreased quality of care, decreased costs, or 
both, or a compromise. You must decide what Americans deserve. 

May God help you with your decisionmaking. 

Mr. Mica. Thank you. 

[The prepared statement of Dr. Ernest G. Sayfie follows:] 

Prkfared Statkmknt of Ernest G. Savfie, M.D., Past Prksident, Broward 
County Mkdical Society 

Honorable Congressmen of the United States Hou&e of Representatives, desig- 
noted guests, my colleagues and friends. 

^ It IS difficult to describe a general pcn»pective of HMO's today in five minutes. It 
IS more difficult to understand the multitude of forces that focus on and have an 
elTpct upon HMO s and other health care dehvery b>stema that are developing in 
Arnonca today Therefore, today I have chosen to outline some of the problems and 
effects of health care and how HMO's fit into that scenario. 

FACTS OR PREMISES 

1 Health care costs are HIGH' INFLATION, TECHNOLOGY, and PROFESSION- 
AL LIABILITY PROBLEMS are the majority uf reasons for this. Also attributed to 

n increase in the number of phybicianb— 217© are foreign medical graduates. 

*. Government, industry, and the people of this Country cannot deal with the in- 
creased indices of health care costs. 
J] Organized medicine is having difficulty in deahng with or solving the problems 
of mcreased health care costs. 

ACTIONS OR REACTIONS TO THE ABOVE PACTS 

1 Prospective Payment Systems have been formed both by government and indus- 
try. 

J SSyp/"'"^?^ developed DRG s v which stands for Diagnostic Related Groups;, 
and PRO s ^whlch stands for Peer Review Organizations/ to control the utilization oi 
health care The Government also has supported HMOs iwhich stands for Health 
Mamtenance Organizations). 
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3. Flealth Care Coulitiunb hove been formed lu produce PPO'b v^hich stands for 
Preferred Provider OrganiziUions). 

4. Entrepreneurs have formed HM0*3. 

0. Organized niedicine has chosen to freeze fees and wishes to be the patient advo- 
cute With u high 4ualii> of cure being delivered to patients at reasonable costs. 

RESULTS 

1. Pruspwlive Payment Systems- generally guarant<s» care at u fixed rate but 
quality of care is overlooked and not guaranteed. 

2. Government - has a financial fiscal problem and a fiduciary problem. The gov 
ernment is running out of monev to render care of any quality to the people for 
whom it hiis a fiduciary responsibility, and it is searching for s:|rst<:ms and hoping 
that the PPSs, DRG s, and PRO's will help. Demonstration HMO's have been estab- 
lished as a means to possibly reduce costs. 

a. Heuilh Action Coalitions The Chief Executive Officers of leading corooratlons 
have thrust themselves into the area of health care costs and formed HACs in 
order to undemtand whv health care costs are rising. They do not know what to do, 
but they are looking. Thuy have dc*cidc>d to become more involved in the governing 
bodies of hobpitais in order to help control the costs, because approximately 65 70% 
of health care costs are at the hospital level where the doctors write orders for 75 
eU*7o of these costs, the PPO s were formed to guarantee discounts on health care 
delivery, with high quality and efficiently run hospitals and medical staffs. Thus 
far, the viability of this approach has not been validated by any credible source. 

4. HMO s-"Bccausc of government interest in financial aid and financial sponsor- 
ship, astute bubinessmen, whose motivation is bottom-line profit, devised a method 
whereby a generic" health insurance policy for industry and private citizens, In 
eluding Medicare participants, cvuld 1a, delivered. I call this ''generic" because pa- 
tients do not have their usual free choice of medical practitioners, and medical fa 
cililies, and they luose the ability to get a unbiased sc*Cond opinion. Remember this 
IS America and not England! We in Broward Country, both Hospital providers and 

Shysician providers, who have* tried to cooperate with the HMO's, are disappointed, 
iscouraged, and dismayed by the practice of HMO's in our area. Patients do not get 
ihu care or the attention that the^ are promised or even the care that they deserve. 
There is a lack of perbonal attention as demonstruvcd by emergency room reports as 
follows: 

\a> Long waits to get approval from HMO Medical Directors for treatment and or 
admission. 

\h) HMO doctors not available and as a result hospital emergency room or ^uiff 
physicians on-call must u:>sume the care and the legal responsibilitv for the patient. 

\c; Repeated incidents where patients have been aropf>ed from HMO programs be 
cause of expensive chronic nlnc-sses, long hospitalizations of when longstanding 
office care is necessary. 

vd; Avoiding tests, or treatment that could be lifc-saving is common practice of 
HMO 8 for financial incentives. 

ic> Non-physician care is rendered in some instance's where MD's or DO'a should 
bo present at the time of diagnosis or treatment. 

Wheri; does this impersonal. rc»5tricted, uncaring profit motivated system end? In 
some cases it is medically unethical and unprofessional. 

Ko) Organized medicine —the AMA, the rMA and its constituent county societies 
are concerned about health care costs and the presence of avante-gardc approaches 
including the HMO s. Wc find no unique ethical issue in arrangement which seek to 
provide quality nic-dical care by containing costs. We do not believe that a physician 
should be rewarded by payments for not providing or prescribing trcatinent or hos- 
pitalization. We do not feel that a physician should be financially penalized because 
of necc^ssary hospitalization exists which are incurrc-d on behalf of patients that may 
exceed DRU rates. We feci phyaiciana are entitlcnJ to compensation commensurate 
with the value of services they render. If a doctor accepts compensation for econo- 
mizing on patient care, this constitutes a cynfiicting interwt. Prospective limited re 
imburs4;ment is a thrttx to quality care. Financial incentives and penalties geared 
solely to costs intensify .«ic threat to quality care. It is unethical for a physician to 
profit for not providing or prescribing necessary services or facilities. 

CONCLUSIONS 

If HMO's are to continue to exist as is. giving less than quality care and advertis- 
ing with government sponsorship, I feel greater problems In professional liability 
will develop. If it is the government's intent to mislead the people of this beautiful 
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!and» then tuntinuc tu bupix^rt the IIMO'b uf toda>. If >viu wish tu rufinc and fine* 
tune the Itealth tare 5>i)tem» I auggebt that >uu wuf k with the AMA and the btote 
medical urganiz<itiun6 in a furuni where the government and the guld standard- 
bearer uf health tare JeKverv in the world, the AMA ducturb work together trying 
bulve the prublema uf health ware delivery in Amenui. TODAY S HMO IS NOT 
THE ANSWER. 

If IIMO*d are tu buttecd, the> mubt imprme their primary tare pcrbonnel and re- 
.•>[iond tu the ever V da V. < uutine needb uf tfie American peuple, which are ubed to get- 
ting more than IiMO'a are giving. Furget the eyeglabses, hearing aidb, etu, which 

* «»rv carrutd used in advertising tu get subscribcrb tu juin a health-care system which 
is at best ^'generic'* nnd give less to people who deserve more. 

Refer to Interim Rei)ort February, 1981 -Health Policy Agenda for the Ameri- 
can People. 

* Mr. MiCA. My next witness, formal witness is Dr. Lee Fischer, 
probident uf the Pulm Beach Cuunt> Medical Societ>. Welcome, Dr. 
Fischer, please proceed. 

STATEMENT OF DR. LEE FISCHER 
Dr. FiscHKR. Thank you, Mr. Chairman. 

Mr. Chairman and members uf the committee, thank vou for the 
uppurtunlt> tu present uur cunceinb abuut apparent difficultieb pa- 
tients are experiencing in Palm Beach Count> with the medicare 
health maintenance urganizatiuns, HMO'b, Federal demonstratiun 
projects, I am Dr. Lee Fischer, president of the Palm Beach Count> 
Medical Society, and a practicmg family ph>sician in West Palm 
Beach, FL. Our society represents over 1,000 physicians in Palm 
Beach Cuunt>. We are a cumpunent member uf the Florida Medical 
Association. 

In order to facilitate nri> testimon> and confine my statement to 
3 minute limit, I will briefly describe the categories of concerns. I 
have furnibhed >uu and the other cummittee members with copies 
of thib statement and documentation for each category. In the ques- 
tion period I will be glad to elaborate or further aefine specific 
cunriplalnts in an> categor^y and the documentation supplied may 
abbisl you in >our qucbtioning. The medical 60ciet> would also like 
to Ube this opportunit> to buggcbt improvements in this medical 
care delivery system. 

The categories of concerns are. Enrollment practices, disenroll- 
ment practices, qualit> of care, continuity of care, and resolution of 
patient concerns. 

Enrollment practices. In order to enroll medicare recipientb, the 
IMC HMO has advertised heavil>, a standard practice. However, it 
has been brought to our attention that some persons who meiely 
r requcbted further Information l.ave been enrolled without their 

knowledge. Perbons have been enrolled without an> explanation 
about where to present themselves for treatment, and most dis- 
tressing, that senile persons with little or no familiarity with the 

* Endish language and who reside in a rest home have been en- 
rolled. Documentation about these and other apparent enrollment 
abuses are in your packet entitled, "Enrollment Practices." 

Disenrollment practices. A significant number of the medicare 
HMO patients have complained to their former physicians about 
their difficulties in disenrolling. W^e have received documentation 
from persons vsho call the HMO provider and are told they are dis- 
enrolled without being informed that a specific disenrollment form 
must be completed. Others who have completed the form, believe 
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they are back on regular medicare, and discover following treat 
ment that they are still carried on the HMO rolls in Washington. 
This has resulted in grave financial difficulties for some Palm 
Beach County senior citizens, as you will note in the documenta- 
tion entitled, "DisenroUment Practices." 

Quality of care. Senior citizens have written and called the Palm 
Beach County Medical Suciet> fur advice and assistance concerning 
their care within the HMO system. Some of those who have con- 
tacted us do not know to what physician or center they have been 
assigned, what qualifications their HMO physicians have, and 
report having extreme difficulty in arranging appointments, par 
ticujarly with specialists. Reports we have received also indicate 
that some HMOs would appear to be inefTectivel> exercising qual- 
ity of care supervision over the operations of their franchisees. In 
the documentation entitled, "Quality of Care," we have included 
reports of some extremel> serious difficulties senior citizens have 
encountered that would seem to demonstrate a lack of concern for 
their medical welfare. 

Continuity of care. Apparently, few of the HMO physicians have 
hospital privileges, leaving the admission and hospital care of pa 
tients up to non HMO physicians who are on dut> when the pa- 
tient presents himself at the emergency room. Private physicians 
have reported that they have not been contacted for information 
about the condition or prescribed medications and treatment of 
former patients who have joined an HMO. We have also received a 
report, included in the documentation, entitled, "Continuity of 
Care,** concerning an HMO enroUee wlio had been seen by her 
HMO physician and had her records forwarded to the HMO. This 
patient died, although her former private physiciau j.idertook her 
care when the HMO refused to accept responsibi^uy lor her care. 
Apparently, some of the HMO physicians are seasonal residents 
who have now returned north, opening other concerns about conti 
nuity of care. 

Resolution of patient concerns. Man> senior citizens who have 
enrolled, whether knowingly or unknowingl>, in an HMO are in a 
dilemma about where to turn for assistance in resolving their con 
cerns. Patients report notifying the HMO with no results, writing 
or calling ofilcials in Tallahassee or Washington, and still are 
unable to achieve results. In the packet of documenti^tion entitled, 
"Resolution of Patient Concerns,'* you will find a number of exam 
pies of the difiicuUies senior citizens are experiencing. 

The physicians of the Palm Beach County Medical Society are 
extremely concerned about medical care provided to senior citizens. 
An accepted standard of care across the United States of America 
is the doctrine of informed consent. This means that it is vital that 
any patient understand all of the ramifications of treatment, or 
possibl> nontreatment, of whatever condition exists. I submit that 
informed consent is absent for man> HMO enroUees, in each area I 
have highlighted, and that this situation must be rectified. Addi 
tionally, continuity of care is a prerequisite for quality medical 
care, especially when dealing with elderly patients who ma> have 
chronic illnesses. 



EMC 




75 

Since \ve are cuncerned about the ribing cost of medicare, as is 
ever> thinking citizen, we rebpectfull> offer the following sugges- 
tions to improve the HMO concept of medical cure for the elderl>. 

Since individual HMO's have the opportunit> to benefit finan 
ciall> b> enrolling the highest possible number of medicare benefi- 
ciaries, regardless of the qualit> or availability of optimal care, and 
without the informed consent of enroUees, we suggest that poten 
tial HMO members enroll and disenroU from this system through 
their local Social Security office. This would allow an unbiased rep- 
resentative the opportunity to explain the advantages and disad 
vantages of this health care delivery system, and assign the en- 
roUee to the HMO center most convenient to the enroUee without 
any financial incentive being present. While we understand that 
this might result in a need for additional staff in the Social Securi 
ty office, we believe that informed consent and the avoidance of 
any appearance of overriding financial incentives well worth the 
Government's support. Additionally, the medicare system may ben 
cfit when fewer patienU> disenroll, only to proceed in procuring pri 
vate medical care for those conditions which were not addressed 
during their HMO membership, and during which time the Gov 
ernment was paying 93 percent of their expected medical costs. 

In order to best ensure both continuity of care and quality of 
care, some system of peer review and franchisee control must be 
required of the primary HMO contractors. Some requirements 
must be enacted to require HMO physicians to refer members to 
facilities wher their physicians are able to provide both emer- 
gency and continuing care. A patient's care, and his potential for 
complete recovery, is severely compromised when the physician on 
call In an emergency room must accept responsibility for the ad 
mission and hospital based treatment of the presenting patient, 
with no foreknowledge of the patient and when no foUowup is pos- 
sible. 

At either the State or Federal level, possibly both, there must be 
a designated ufficc to receive and resolve patient concerns. We sug 
gest that, upon enrollment, each enroUee be given written instruc 
tions on how and where to report potential difficulties. 

Again, thank you for the opportunity to voice the concerns of the 
Palm Beach County Medical Society about the local HMO demon 
stration projects to deliver health care to medicare recipients at a 
lower cost to the Federal Government. 

Please look through the documentation I have provided on each 
of the Concerns we have raised. I will be glad to answer any ques- 
tions or pruvlde whatever further information you may require. 

Mr. Mica. Thank you. 

I would like to make an observation, and I think this is impor 
tant. We have had a lut of problems highlighted about HMO s, but 
if I am correct, and any of the panel please tell me if I am not, no 
une has said that we should do away with HMOs, or there is a 
problem with the concept of HMO s. 

What we are talking about, and I am very pleased to hear this 
even from people who have real concerns about HMO*s, are recom 
mendations, constructive criticism, and ways to correct problems 
that have come to our attention in HMO's. 
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Outside of the fact that Mr. Fowler ma> not have had the infor- 
mation that we, the committee, wiJl need and have to seek in the 
future, I think we have gotten more from the public and the pro- 
viders here than we have in an> of our Washington meetings. So, it 
has been helpful. 

V/ith that, let me proceed. Let me ask a couple quick questions. 
Mr. FowLr, what is the percentage that >eu are shooting for in 
HMO s nonmedicare versus medicare and medicaid. I understand 
there's a regulation. Can you just take the microphone, because I 
would like to ask these individuals what the percentages are in the 
marketing program. 

Mr. FowLEK. Under the demonstrations, the HMOs have been 
permitted to enroll up to 73 percent medicare/medicaid enrollees 
and have a private enrollment of 2o percent. The TEFRA law, the 
new law that we are going to be implementing, requires a oC per 
cent mix between private and medicare/medicaid enrollment. 

Mr. Mica. When do they have to meet the 50 percent deadline? 

Mr. Fowler. The law is written so that it is on the day that they 
first contract with us. 

Mr. Mica. How about the existing ones? 

Mr. Fowler. Well, when we convert the existing ones to TEFRA, 
they will have to meet that requirement and this is going to 
present a problem for one or two HMO s, one of them is here in 
this area and another one is in California, that Fm immediately 
aware of, that have more than 30 percent medicare enrollees. 

Mr. Mica. We have representatives from two different HMO's at 
the table. 

Could I ask >ou >our ptircentage of Government medicare/medic 
aid versus private? 

Mr. Rose. I can't give you exact figures on that, but I can tell 
you at AvMed, our business is predicated on what our private busi 
ness is, including PPO s. Our medicare bu:.iness is not an over 
whelming business b> any stretch of the imagination. In terms of 
percentage, I do not have it available. 

Mr. Mica. Do you foresee any problem in meeting Government 
requirements to have a balance of non medicare versus medicare/ 
medicaid? 

Mr. Rose. No, as a matter of fact, we favor that. The mix is es- 
sential to us, also. 
Mr. Mica. Dr. Sanders? 

Dr. Sanders. Yes, that's exactly our objective also. We are within 
at the present time, I believe a 60/40 mix, in terms of medicare 
versus commercial. 
Mr. Mica. You have 60 percent medicare, 40 percent cjmmer 



Dr. Sanders. I believe those are our current figures, but I would 
like to have that updated to get a specific figure. 
Mr. Mica. Do you offer freebies for the commercial part? 
Dr. Sanders. Do we offer freebies for the commercial part? 



cial? 



Dr. Sanders. I don't believe we do. 
Mr. Mica. You do not. 

Dr. Sanders. I don't believe we do, but I would- - 
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Mr. Mica. Do you charge the same rates for commercial versus 
GovRrnment? 

Dr. Sanders. The rates are totally different. The rates are pre 
dominantly set in terms of the medicare situation b> what the ad 
justed per capita rate is established by the Government for each 
medicare patient. 

Tht commercial rate is similar to what the market bears in 
ter.ns of all other HMO's that are providing a commercial plan. 

Mr. Mica. Are the rates higher for the commercial, than the 
Government on the average? 

Dr. Sanders. No, they're not. 

Mr. Mica. They are lower? 

Dr. Sanders. They're lower. 

Mr. Mjca. I'm sorry. Dr. Sayfie, did you have a comment? 

Dr. Sayfie. Yes, I think that it should be pointed out what the 
rates are for medicare, what they are for nonmedlcare, and what 
they are for children under age 10. 

I think you will find there is a significant difference. 

Mr. Mica. I don't know. I'm probing. 

Dr. Sayfie. It's my understanding, at least one HMO that I'm fa 
miliar with which was offered to me which I refused, for children 
under age 10, you'll give $5 per month for a patient from the 
roster. 

For persons from 10 to 63, you will get $7.18 per nfionth per pa- 
tient on the roster. 

For medicare patients, you will get approximately $15 or $1^ per 
month, so medicare is paying twice as much as other people. 

Dr. Sanders. May I make one other comment? 

I think relative to the question, we need to keep something in 
perspective, the perspective is that the medicare age patient popu 
lation reijuires more services on the average than the nonmedlcare 
aged patient. This has been identified throughout the country. 

As a matter of fact, one of the largest IIMO s in this country in 
the past, stayed very far awa> from trying to market to a medicare 
^ge patient population because of the fact that the health care re- 
quirements that were necessary fur that age population were so 
much higher, and probably could not be met that economically by 
the commercial cost. 

Mr. Mica. Just to pick up on a point from Dr. Fischer, he indicat- 
ed that, aiid this has been a thread throughout these hearings, that 
enrolling and disenrolling is a mtu'or problem, or has been a major 
problem. I gather that would be termed an administrative problem, 
and nut a medical problem unless >ou have a medical emergenc> 
during this period, then it would be very difficult. 

But he talked about, maybe you could expand on this* Social Se- 
curity office, or some other cffice allowing or handling the enroll 
ing or disenrolling procedures. 

Could you tell us your ideas on that and then I would like to 
have a comment on it. 

Dr. Fischer. Well, what I said in the testimony is that there is a 
financial incentive to enroll as many people as possible. After all, 
the HMO s are getting paid in Palm Beach County, something like 
$181 per month for everybody that can enroll. So, the bonus is for 
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them if the> can enroll 100,000 people in Palm Beach County, 



Now, you ve got to figure out a way to deliver medical care to 
those people. The Government In the proposed regulations you 
keep referring to v^Ith Mr. Fowler, has tossed out the Idea in the 
proposed regulations of perhaps having an open enrollment period, 
and if there's more thau one HMO In an area, then having a co- 
ordinated enrollment period, so they'd all have to enroll at the 
same time, which might foster competition, which I think Is an ex- 
cellent idea. 

I'd also like to point out that we've been going under the asump- 
i-on that medicare's going to save tons of money. In the proposed 
regulations, they say, based on these asoumptiuno, wc estimate that 
net medicare program cost^ would Inc ease by $30 million in fiscal 
year 1985, ana $65 million In fiscal year 1986, as a result of Imple- 
menting these HMO proposals. 

They also say, of course th^: actual resulting costs could be higher 
than the estimates if perolstent adverse selection in the type of 
people they were enrolhng were to occur. 

In other vvords, if they enrolled a bunch of healthy people, medi 
care could cost a lot more. That's In the proposed regulations, I'm 
not making this up as you well know. 

Mr. Mica. Mr. Fowler, Mr. Doherty, and then Mr. Sanders and 
Mr. Colavecchio. 

Mr. Fowler. We estimate a slight increase in costs under the 
new regulations, that is, because in our existing contracts, there 
are 900,000 people enrolled nationally in the prepaid plans. 

Many of those are under cost contracts, so that if all the cost con 
tracts were eligible and ready to convert to risk reimbursement, 
initially there would be some additional first-year costs, and that's 
wh&t those figures represent, the first 2 years, I believe. 

After that, the costs should go down, but there would be a one 
time conversion cost because of converting people from existing 
cost contracts to 95 percent reimbursement. 

On the other point, to coordinate an open enrollment, last week, 
I believe the Conference Committee did adopt an amendment to 
the medicare law to provide for coordinated open enrollment, and I 
don't know if ihe President signed that legislation yet, but it's in 
the reconciliation bill, and that did pass. 

Mr Mica. Would you comment, nave you given any thought to 
third party handling, such as the Government, haiidllng the enroll 
ment and disenrollment? 

Mr. Fowler. No, sir, we have not considered that seriously, but 
we're doing a number of other things to get at this problem. 

I think the answer to improve the performance of my office 
and the HMO's in this regard. One of the things that we're doing is 
installing a new data processing system tnat will permit the 
HMO's to have instant access here in Florida on a trial basis to in- 
formation In our files so that i>eople won't be told one thing by an 
HMO and a second thing by niy otTice because the records are out 
of sync, if you will. 

Also, we've asked the HMO's to In^^titute a new procedure that 
v/ill permit a pereon who wishes to dk^nroll, to disenrol! as quicklv 
as the next day, if they come in ,m the 30th day of the month, and. 
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tu permit them tu be di&enrolled on the first da> of the next month 
routinely. 

I think thi& will go u long way to improvin^j the performance in 
that area. I might point out, though, that while we can do this in 
dcmun&trutionb, the TEFRA law itself requires that when an indi- 
vidual di&enrollb, he give the HMO and the Government notice 
that amounts to a minimum of 30 da>s, and can work out to be 60 
da>s, because the language of the law sa>s that disenrollment is ef- 
fective the first da> of the month following the first full month 
that the disenrollment request is made. 

Mr. Smith. It was received after the 15th of the month. 

I believe with most of the HMO s that are involved, a disenroll- 
ment received b> them prior to the 15th, is supposed to take effect 
the first da> the following month, because after the 15th, its the 
first day of the month following the following month. 

Mr. toWLER. Up until this month, it is true, it has taken 4 to 6 
weeks fur someone tu disenroll from an HMO. We changed the pro* 
ccdures this month for the demonstrations to shorten that time 
period to as little as one day. 

But, the new TEFRA law, I think, even extends the period rather 
than reducing it. 

Mr. Mica. Mr. Doherty. 

Mr.^ Doherty. I just wanted to follow through on a comment by 
Dr Fischer. You see the idea behind thi& law is that the elderly are 
supposed to get the full benefit of the taxes that they pay into the 
medicare system. As it is now, HMO's throughout the country are 
treating the elderly for roughly 80 to 85 percent of what it is now 
costing the medicare system for the fee-for-service population that 
Dn Fischer serves so well. 

So, the notion is that the Government, by prepaying the HMO, 
will save 5 percent off the top, as an incentive to get the Govern- 
ment into the program. Then the HMO will receive 95 percent, 
with as I indicated, the difference between the HMOs cost for the 
care and the 95 percent going to the elderly. 

I think that it s a little bit misleading to talk about these addi- 
tional services as free services. Those are services that the elderly 
earn as a matter of right. 

All the HMO provision tries to do is to put some equity into the 
system for the general public, for the Government and for HMO. 
So these are not free services, I just want to make that clear. 

Mr. Mica. Dr. Sanders. 

Dr. Sanders. Yes, I just want to underline one of his statements, 
m.ide by Mr. Fowler, and that is, IMC at the present time has a 
contract with Compu Serv so that we, literally, within a few min- 
utes will bypass all of the problems that we had in the past, in 
tcims of enrollment, and will have direct access through the Social 
Severity Administration computers and be able to verify instanta- 
neously the status of the individual in terms of enrollment. 

Now, let me make a comment about disenrollment, because one 
of the witnesses commented about the fact that patients who had 
excessive medical needs, or have chronic disease** are being forced 
todisenroll. 

Thai is categorically incorrect, but I vvant to point out where 
that administratively can be a problem in disenrollment. This was 
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a suggestion made to us by HFCA, they said, "Look, we have to 
make 100 percent sure that ^our patient, who has an illness, who is 
disenrollin^, is not disenrolling l)ecause someone in your organiza- 
tion has tried to do that/' 

So, we make every effort to do a complete exit interview with the 
individual to make 100 percent sure that it is their voluntary will 
to leave as opposed .<\ some outside force that is causing them to do 



Mr. Mica. Well .low, I recognize, and in fact, maybe I ought to 
stop and ask cons(;nt from my colleagues to get an answer to this 
question, if you drn't mind, without objection. 

What about tb>^^ suggestion, then, that third party do the enroll- 
ing and disenrolling? 

Dr. Sanders. I don't have any problem with that. I think you're 
going to have a cumbersome type of situation. 

I tnink the critical thing is whether or not enrollment and disin- 
rollment is occurring appropriately. I think that's the basic issue, 
and I think what is happening after all the comments made from 
Mr. Fowler and myself, that Is now being addressed, and being ad- 
dressed very carefully and very quickly. 
Mr. Mica. Mr. Colavecchio. 

Mr. Colavecchio. Just a couple comments, if I may. 

As far as the comments Mr. Fowler made, we are installing two 
computer terminals this week in our Patient Service Center so we 
do have direct access to the computers in Baltimore, so we'll be 
able to know instantaneously where they stand in the system. 

Another thing we're talking about. We're talking about 95 per 
cent of relnioursement. I think that figure is erroneous when you 
look at it. First of all, you're saving 5 percent from last year's cost 
of medicine. To that, you must add the amount of money that has 
been spent to pay Blue Cross and all of the other carriers in order 
to process the payment. 

For instance, this State alone, $30 million is paid to Florida Blue 
Cross just to process the claims, and the other tning is that the cost 
of living of medicine has not been figured into that. 

So when vou look at the cost of savings through the Government, 
you're not looking at o percent, you're looking at closer to maybe 
15 percent. 

A comment about. Dr. Fischer made a comment about followup 
care. In our offices, every patient of ours is discharged from the 
hospital, receives a telephone call the day they're discharged. 
They're either set up for home care or to have a visit in our olfice 
within a week to 10 days, so that we can evaluate their situation. 

Now, with all our own specialists and admitting physicians with 
the notes coming in on a daily basis, we have a complete Overall 
picture of that patient. 

Last, no one's ever been denied care in this system because 
thev're sick. I think that's an erroneous statement by anyone who 
makes that, because we ar2 not in any way allowea to take and 
refuse a patient. We have patients that are almost on their death 
bed, and we must accept them. 

I think if you would take the time to come to our office and see, 
and question our patients, you would find that is the case. 

Mr. Mica. Mr. Smith. 



that. 



EMC 




81 



Mr. Smith. Thank you, Mr. Chairman. 

Mr. Dohertv, I certainly do appreciate your bpringing to the de- 
fense of Mr. Fowler. 

I was not attacking Mr. Fowler personally; it's just that frankly, 
I think HFCA, to &ume degree, has been overwhelmed with the 
work that needed to be done in terms of this demonstration project, 
and I don^t think they were prepared for it. 

Mr. Fo\vler, I looked through your statement, and there aren't 
any statistics in there at all other than the amount of people that 
are enrolled in the process, how many HMO s are in tne process, 
how many people are enrolled, et cetera. 

That's not the kind of statistics I was looking for. 

For instance, what statistics are there from HFCA which give us 
an idea of how many per patient visits or how many patient visits 
in total there are for the medicare beneficiaries that are enrolled 
in the HMO's as thev were for these same comparable numbers of 
patients, not the individuals themselves when they were not en 
rolled in the HMO system. Is there greater utilization or less utili- 
zation? If there's greater utilization, how much would we then be 
saving by having them making more visits to HMO's, but not 
having to paj' out any more money because they're already capitat- 
ed at a certain amount? There's nothing in there about that. 

How does any of this cross referencing take place, in the sense 
that now when we look to expand the projects, nationwide, are we 
going to assume that what we want to happen will happen if we 
don't have the statistics from the demonstration project. 

Mr. Fowler. Yes, sir. We have in my office statistics such as 
those yuu're asking about since 1972, 1 guess, for all HMO's. 

Mr. Smith. I'm talking mainly about HMO's in the demonstra- 
tion now, because when you open it up nationwide, you're opening 
up HMO's. 

What happened to medicare beneficiaries? 

Mr. Fowler. HMO's that have medicare contracts? 

Mr. Smith. That's correct. 

Mr. Fowler. There are 91 plans. What I was trying to say is I do 
not, at this point, have the detailed analysis for these five demon 
strations here In Florida, but we do have statistics for most of the 
91 contracts going back several years, and what they show general 
Iv— and they vary from one HMO to the next— is that hospital 
days j>cr thousand for medicare people in an HMO are something 
like 2,000 days per thousand in that range. 

In the fee-for service system, the days per thousand are, maybe 
3.600-3.800 days per thousand. 

Mr. Smith. That's almost half of the hospital days for HMO pa- 
tients as it is for fee-forservice patients. To what do you ascribe 
that? On what basis, now, do you find that that's taking place? 
There must be some correlation between the statistic and some 
medical reason, or administrative reason, or whatever else? 

Mr. Fowler. Some studies have suggested it's a matter in part, 
of the self selev^cion on the part of the people that chocse to join the 



A more recent study on a vounger population by Rand Corp. 
tends to refute that and ascribe those kinds of utilization reduc- 
tions to the medical management of the patients by the HMO. 



HMO. 
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Mr. Smith. Mr. Rose's wellness concept, for instance? 

Mr. Fowler. It's attributed to the judicial management of health 
promoting and delivering senices in an ambulatory betting rather 
than in an institutional setting. 

Mr. Mica. Thank you. 

Dr. Sanders? 

Dr. Sanders. Congressman Smith, through the Government DRG 
Program, I guess which has been in place for approximately- — 
Mr. Smith. Nine months. 

Dr. Sanders [continuing]. Nine months, you already have signifi- 
cant evidence of dramatic reduction in the hospitalization rate. The 
DRG system is, in essence is very similar to what the HMO's phi- 
losophy has been since 1929. I want to underline, again, that the 
reduction in hospital use does not equate with the reduction in 
medical care. 

All of the studies that have been done have significantly demon- 
strated that there is no reduction in care. 

You have to also look at what the motivation in the past was for 
hospitalizing a patient. If you had private insurance, most of the 
testing that was done, that could have been done on an ambulatory 
basis was not covered by your private insurance, if it was done on 
an ambulatory basis. 

So, there tended to be a pressure to hospitalize that patient and 
get those diagnostic procedures done within a hospital setting 
where they were covered by your insurance. 

We emphasize ambulatory care, and that's where the saving 
occurs. 

Mr. Smith. Let me ask you, Mr. Colavecchio, you submitted all 
these cards. I pulled out the ones from the not satisfied pile. 

Generally these cards tend to support most of what we believe 
are the major problems with the running of the program, in gener- 
al. That is, "That it takes hours to make appointments by phone," 
"Did not see Dr. So and So," "For senior citizens who have any 
problems, they would like more than one experienced doctor," "My 
first experience with the senior plan is very satisfactory^ but mv 
second visit with the female doctor left us with a bit to be desired. ' 
"Wh3j no opthamologists— " "Phone for appointment is difficult," 
"Don't tell you results of tests," "Expect this plan to work better 
with time." "Too long to wait for appointments, too long to wait to 
get results from x rays, too long to vz&it in the waiting room to get 
an appointment." 

You've been in the program how long with IMC? 

Mr. Colavecchio. We've been in since January, sir, 6 months. 

Mr. Smith. All right. 

And were you providing medicare services prior to that time? 

Mr. COLAVOCCHIO. Yes, sir, we had what is called the health care 
prepayment plan. It was a new^ program under HFCA that provid- 
ed all part B services to our patients. 

Mr. Smith. Based on that, do vou find that these complaints are 
the same things that were prevalent previously? 

Mr. Colavecchio. Well, first of all, those are the minority of 
those 3,000. 

Mr. Smith. I understand, but I gravitated to that pile. 
Mr. Colavecchio. Let me say how have addressed this. 

ERIC 87 



83 

In the beginning, when you had 10,000 or 12,000 patients, every- 
one \vant6 to be the first one in the door. We have gone ahead and 
we have hired six new physicians; we have turned 

Mr. Smith. I don't want to get into the specifics on what you've 
done. 

Mr. CoLAVECCHiu. We've addressed the problems that were inher* 
, ent in the program in the beginning of the program to a point 

where we\e installed Go telephones so our patients no longer have 
to wait on the telephone. 

When you're receiving 2,000 phone calls a day, you have to have 
% a good telephone system. 

Mr. Smith. When did you do that? The one that says, 'Too long 
to wait, too long to wait to get results, too long to wait in the wait- 
ing room,'* is May 18, 

When did you put that system in? 

Mr. CoiJVVECCHlo. We opened our patient service center about 2 
weeks ago. We have addressed those problems. 
We know what those problems were and we took action. 
May I make a statement if I may? 

The gentleman who was in the previous panel, discussing the 
lady that had the problem with the hospitalization. This is not a 
problem that is inherent to HMO's. This is a problem that is medi- 
care oriented. 

Mr. Mica. Could you describe it again. Is this a problem with 
custodial care? 

Mr. COLAVECCHio. Yes, this is a problem with custodial care. Con- 
gressman Mica. 

Under medicare, a patient, and I think Henry Brown sitting over 
there, and he's the chief financial officer for St. Mary's, will verify 
this, under medicare, and I feel this is a shame, a patient who 
needs custodial care, where nothing else can be done for that pa- 
tient, is made to go home. Otherwise, the patients must pay the bill 
themselves. This is inherent in the medicare program itself. 

This person is not the only person that has this problem. There 
are hundreds and thousands upon thousands of people in this coun- 
try who face that, so it's not a problem just inherent in HMO, sir, 
it's a program problem of medicare itself. 

Mr. Mica. Just on this point. As I understand it, that's correct in 
HMO's and medicare, but I would also just add, and staff correct 
me if I'm wrong on this, that for a patient going to a hospice, this 
^ is not a problem. 

Mr. CoLAVECCHlO. This particular patient was our patient. I'm 
%er> familiar with the case. The patient was sent home. The hospi 
^ tul, it4>elf, said It was custodial care. We sent the patient home. We 

sent our home care unit in, we called hospice to come in the next 
da>. This gentleman saw the problems inherent in this situation 
with a 94-year-old man trying to take care of his v.ife. 

So, we, immediately upon hearing about it from your office, put 
the patient back in the hospital to decide what we could do. 

We brought HRS in. They did not qualify for medicaid. They had 
money, but they did not want to spend the money to put the pa- 
tient in a nursing home. 

Mr. CusTAGE. Not true, sir. 
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Mr. Coi^AVECCHio. We have it documented. This is the problem, 
not onlv this lad> faces, but man>, man> thousands upon thou 
sands of people face in this country. 

They're forced to use all of their money, until the> reach a pov- 
erty level of, ma>be $1,800, and they're accepted into the meduaid 
program. Ironically, they receive tf\e same care ab if they were in 
the medicaid. 

Mr. Smith. Let me ask of the doctors. 

Many of your colleagues are beginning to enroll as part of the 
medical provider services, in the teams, in HMO s. Many of them 
are niemberb of the Broward and the Palm Beach Medical Society. 

You don't castigate the^e members for any reason, I mean, many 
of these are your colleagueb and friendb. Don't you feel it's impor- 
tant that if they're going to be doctors, that they should be mem- 
berb of the Palm Beach Medical Society and the Broward County 
Medical Society, et cetera. 

You mentioned doctors who are out 3 months, nonresident doc 
tors v\ho go back up, wouldn't you prefer to see these kinds of doc- 
torb, your peers, your colleagues involved with people who are 
FACB, and oelong to other very prebtigioub medical organizationb, 
ab a bhowing that they achieved a high level of medical proficien 



Dr. Sayfie. Yes, Mr. Smith, we would. 
We would like to have every physician who practices in the field 
a member of organized medicine, because, unfortunately, that isn't 
so. There's no way legally we can force it. We only invite them to 
join in order to have a body dedicated to the welfare of the commu 
nity. 

We really havo no big problem with combining quality care with 
decreased costs. 

We're just concerned, quite frankly, about the problems which 
occurred heretofore, about the lack of care. 

The problem really is the primary care. It's the person getting a 
proper physician who can actually have some emjjathy or at least 
some bympathy fur the patient to take care of his problems and 
follow through. 

Our experience, and as chief of the hospital at this time, our big- 
gebt complaints, really, arc through the emergency room, where we 
can't get the assigned HMU doctor. It would take 4 to 8 hours, 
many times, for a fractured hip, and I experienced this probleni 
mybelf with an 88 year-old former patient of mine who decided, 
through her condominium, to go to an HMO. We couldn't get the 
HMO group, we eventually went ahead with the surgery without 
endorsement, and eventually, betaube the family threatened to sue 
the HMO, they finally paid some 7 or 8 months later for the cost. 

Now, the problem, again, lb not with the specialist, because the 
bpecialist dia really work verv easily with the HMO's. The problem 
lb In the primary care, which meanb the initial encounter. That's 
the problem that we seek, and that's the problem that we'd like to 
correct. 

Mr. Smith. On the problems that you're detailing, the problems 
referred to today, are to some degree, problems that were Inherent 
in the system that started and got a large amount of enrcllees. In 
fact, these problems may not be as this situation becomeb more of 
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an accepted reality, becomes more of an Important part in any 
given community, where more of >our own peers, your own friends, 
rellow physicians, members of the various local county medical so- 
cieties, become involved? Isn't that going to reduce the kind of 
problems that occur? 

Dr. Sayfie. Indeed it may, but right now it needs to be solved. 
We re not here to say 

Mr. Smith, Have you seen any resolution over the last year or so 
when these HMO's really began to take hold, in Dade, Broward, 
and Palnri Beach? 

Haven't you seen a reduction? It seems to aie we've seen some- 
what of a recognition by HFCA and by the IiiVlO s and others. 

Dr. Sayfie. All right. To be quite candid, I haven't seen that 
much improvement, but I want to state for the record that I'm not 
against the HMO concept. I think it just needs some tremendous 
improvement, tremendous regulation in what I see so far. 

Dr. Fischer. I agree completely with Dr. Sayfie's statement. I 
personally take calls for a doctor, who is a member of AvMed, and 
I ve made rounds for him on AvMed patients. 

A few of my patients have joined the HMO, have ended up in my 
hospital, and I ve taken care of them, no problems, send bills in 
and hopefully get paid, et cetera. 

But, that's not the key issue. Doctors and the American Medical 
Association do not oppose the concept of HMO's. I think the way 
some of these HMO's are working, and have been working is the 
real problem. 

There's been somewhat of a rc5olution with some of these prob- 
lems, because after the initial big advertising bliLz people that were 
intelligent enough to find oat that it wasn't right for them, specifi- 
cally, all have gotten out. So, it's kind of found its own level, so I 
agree with you there. 

Mr. Smith. Mr. Chairman, thank you. 
^ Just a final question, Dr. Sanders. You originally were brought 
in to start working on some of these major problems that IMC was 
having- Now, you're very well respected in the field, and I believe, 
that there is a very large mode of progress. Everybody's heard 
about the free chicken dinners. 

One of your contract vendees ultimately did something that I 
know from the very first time we contacted your office, your office 
was aghast at it because you did not authorize anything like that. 

But, as you have been going along further in thib area, in t«rms 
of trying to overview and changing problems, biive you met with a 
lot of success? Are you being able now to detail the problems and 
resolve many of these administrative probleiis, or are you still 
having difficulty in certain areas? 

Dr Sanders. My major area is in the area of health care deliv- 
ery and quality assurance. As I mentioned in riiy statement, and I 
didn t make that statement lightly, we have the only quality assur- 
ance program of the kind described in the eat ire country, not 
simply in other HMO's, but in the entire countr>. 

We have a quality assurance program that does not exist, does 
not exist in the fee for service world. I would like to have one 
member of the Palm Beach County Medical Society or Dade 
County Medical Society, or Broward County Medical Society, or 
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anybody in the United States in the fee for bervice world, tell me 
the last time a review team came into their private office, review 
ing exactly how they treated a patient b> going into their charts 
within their private office, looked at how the nurses were treating 
patients, how the receptionist Aas treating patients, that does not 
exist. 

It exists within a hospital setting, but that type of review does 
not occur within the private sector. It does occur in IMC HMO. 

Also, let me make a comment about the physician, and whether 
or not he belongs to a county medical society. 

The quality of a physician is dependent upon the qualit> of the 
physician, not whether or not he belongs to one society or another. 
When I had lectured at Hollywood Memorial Hospital, I was not a 
member, and I lectured to Dr. Sayfie, I was not a member of 
the 

Mr. Smith. You mean in the generic sense. You lectured directly 
to Dr. Sayfie. 

Dr. Sanders. In continuing medical education for an audience, I 
was not a member of the Dade County Medical Society. I joined the 
Dade County Medical Society a ye .r ago. That didn't make me any 
better or any worse a physician or lecturer. The quality of a physi- 
cian is based upon the quality of the individual, and if we find a 
physician within the HMO who we feel does not meet our stand- 
ards, we ask that individual to leave. Now, where is that physi 
cian? We don't take his license away. He's now in the fee for ser\' 
ice world still taking care of patients. 

Now, you know, I think what we are seeing here in south Florida 
is exactly the same thing that occurred in Kaiser Permanente, and 
is still occurring to Kaiser Permanente but not as frequently when 
it first started in Southern California. There is a tremendous oppo- 
sition on the part of the fee for service physician to the establish- 
ment of HMO b, and we have had physicians within our organiza- 
tion, who literally have been threatened and told that if they con 
tinue to see IMC patients, the> would no longer get another consult 
from their physician colleagues. 

Unfortunately, that has happened. It is happening less, but it 
still occurs. 

Mr. Mica. Thank you. 

Congressman Rinaldo. 

Mr. Rinaldo. Thank you very much, Mr. Chairman. 

Dr. Sayfie, Mr. Fowler said that there were 93,000 medicare 
beneficiaries enrolled in HMOs, ^et that their rate of complaints is 
less than 1 percent. Now, doesn t that contradict your statement 
hat people are not receiving the care t?.jy need? Wouldn't there 
more complaints, and wouldn't the rate be higher if they 

;5ren't receiving the care that they need? 

Dr. Sayfie. Yes, sir, that statement does contradict my state* 
ment, and I think it s the fact as he mentioned, and qualified, that 
that's just a certain of level of complaints he gets. He doesn't get 
the complaints that actually go to HMO's themselves. These are 
the complaints that he receives in his office, which is 0.9 percent, 
or something to that effect. I think if you'll look at the complaints 
that the BCMA, or the Palm Beach Medicul Association gets or the 
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Dade County Medical Association, we think that we are the aegis 
of medical care, then you'll find that number to be a lot larger. 

Mr RiNALDO. Well, what are you doing to Improve that? Does 
the Medical Society, for example, have any ongoing contacts with 
HMO s to help them improve their performance. 

Dr. Sayfie. We have no control, sir. 
^ Mr RiNAUX). Tm not asking control. You're saying complaints. 
I m wondering if you do anything in the Interest of quality medical 
care for the people of this country to help them Improve the qual- 
ity of care. 

Dr Sayfie. Yer, cir; we do. I think both Mr. Smith and Mr. Mica 
have received co!*2plaints from me as President of the Broward 
County Medical Assuiation last year about complaints we have re- 
ceived. 

We have forwarded them directly to the Congressmen in our 
area. 

Mr. Rinaldo. You have no contact with HMO's themselves, 
then? 

Dr Sayfie. Not on a professional basis, not personally or as a so- 
ciety. 

Mr, Rinaldo. Yet, it seemed to me you said a few moments ago 
that HMO doctors can be members of medical societies. 
Dr. Sayfie. We invite them to. 
Mr. Rinaldo. Are they in fact? 

Dr. Sayfie. Some are indeed, especially in the specialies. 

Mr. Rinaldo. So, if it's a doctor, who's a specialist, who's a 
member of your medical society, and you receive a complaint abou; 
that doctor, then you don't do anything at all? 

Dr. Sayfie. I beg your pardon, sir, no. 

We have a very, very strong censuring system that we go 
through, and if an individual physician is specifically complained 
about, then it's our responsibility to take care of that problem, but 
we can't involve ourselves with the HMO itself. 

Mr Rinaldo Have you censured any physicians who are mem- 
bers of an HMO for being derelict in their duty? 

Dr. Sayfie. I have not, or we have not, to my knowledge, sir. 

Mr. Rinaldo. Have you Dr. Fischer? 

Dr. Fischer. This thing has only been operating for a few 
months We have very few members who are members of our medi- 
cal society. No, we have not censured any. 

Mr Rinaldo. Well, let me ask either of you. You've said you've 
had contacts with my t^^>. very fine colleagues' offices. Have you 
recommended to them or un>bodv else, legislation that you would 
think that would correct the problem? 

Since you stated you're not opposed to the concept of HMOs, you 
think it's a good idea, have you recommended any legislation, any- 
thing which could cure any deficiency you feel, real or apparent, 
that exists? 

Dr Fischer. I just sent 8 or 9 pages of single-spaced typed re- 
sponses to the new regulations that the Health Care Financing Ad- 
ministration, or HHS has iust proposed, yes. Those are in the mail 
to HFCA in comments to their proposed regulations. 

Mr Rinaldo, this document is full of complaints from patients. I 
think part of the problem Is nobody knows where to turn. 
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Tve got one guy calling me one time, and said, "I called the 
Better Business Bureau, and the> said call the Palm Beach Medical 
Society," because he was having trouble getting payment for his 

HMO claim. t. i . x. . i 

Who are they going to write to? Does anybody u this room know 

who Mr. Fowler is? Are they going to write to him? ^ 
I mean, who do you send your complaints to when you can t get 

a resolution? We've been referring to Congressman Mica whos 

done a superb job of doing something about it. No one knows who 

Mr. RiNALDo. Let me just ask one foUowup question, then Vll be 
very pleased to yield to my distinguished colleague. 
Do you think that HMO's can provide good care? 
Dr Fischer Yes. 

Mr. RiNALDO. Do you feel the same way. Dr. Sayfie. 

Dr. Sayfie. Yes, sir, and when you have gentlemen like our hon- 
ored colleague, Dr. Jay Sanders, who is an outstanding physician, 
who I have a tremendous amount of esteem for many years; when 
you put gentlemen like him in the HMO's, you're going to have 
fantastic HMO's, but that time has not come. 

Today s HMO is not, witi Dr. Jay Sanders, is not acceptable to 
medicine as it is today. We have to get more Jay Sanders involved. 

Mr. RiNALDO. Do you think that s because they're in their in 
their infancy or because they're inherently prone to problems? 

Dr. Sayfie. Because there are problems, lack of personal atten 
tion. I happen to know Dr. Sanders a long time; I can speak for 
him, but for the other physicians I come in contact with who are 
primary care physicians in the HMO systems, I am sorry to tell 
you that I don't really respect them that much. 

Mr. RiNALDO. Well, let me ask you this then. Are the medical so- 
cieties encouraging the best primary care physicians to become 
members of an HMO? 

Dr. Sayfie. We do not encourage or discourage them. 

Dr. Fischer. We have members of the Palm Beach Medical Socie- 
ty actively involved in both HMO's that are represented here 
today. Other members are actively involved in forming independ- 
ent practices associations of their own in Palm Beach County, 
which is an HMO; yes. 

Dr. Sayfie. If I may, one final comment. . , , . 

rd like to tell you that our hospital stafT, as a staff, is looking at 
a concept of forming an HMO for our hospital and for our medical 
staff in order to provide what we think will be the best care in 
Broward County. , , , 

Mr. RiNALDO. I think that's very commendable. My concern is, 
quite frankly, from the information I've received, that in niy own 
State I haven't received many complaints regarding HMO's, and 
generally it seems to me that the services are rather good. 

I want to make sure, and I think it's a duty of Congress to make 
sure, that good quality care is provided to these people, and par- 
ticularly medicare beneficiaries. 

So, if you re telling me that you re going to have an HMO, I say, 
fine, possibly form it, let's get the best people out there, let s pro- 
vide the competition, and let's make sure that the American public 
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and particularly, our senior citizens, get the type of medical care 
they deserve. 

Mr Mica. With that, we will stop right here. Let me just tell the 
witnesses again, with this second portion of the hearing, the chair- 
man will also leave the record open, if I or my colleagues would 
like to submit questions, we will have that opportunity; would like 
to ask you to respond in writing. To any written questions we 
didn t get to today, I m going to ask you to respond as soon as pos- 
sible. 

So, now. All right. 

We thank the panel, and this is the part where we go to the au- 
dience, and here is where we have been trying to figure out how to 
handle this. 

Let me first ask, how many people would like to speak? 
[Show of hands.] 

Mr Mica. All right. There are about 10 or 20 people. Here's how 
we d like to do this. 

Congressman Rinaldo has asked me to mention this again, also 
» someone has already made the point that you're going to make, 
It IS not important that you repeat it publicly. We appreciate and 
we understand, and we invite 

• u^^u" ^J^^ '° converse, would you step into the lounge to the 
right, here? 

We invite each and every one of >ou in the room to submit writ- 
ton statements that will be made a part of the record. We will keep 
the record open for seven days. You can send it at your desire to 
"'^l.MT^Ji^'^P Congressman Smith, or the Aging Com- 

mittee, The Capitol, Washington, DC. We will make it a part of the 
record. 

Here is what we have decided to do. We are going to try to get 
two lines over here; one line closest to the wall, the people in favor, 
or positive on HMO's; the other line negative, and we'll alternate 
for the next close to a half hour here, one minute each. 

A Voice. How about those that are in between? 

Mr. Mica. In between, choose your line. 

All right, we have two lines, and I'm going to ask you, just so we 
do this with the most appropriate speed, here's how I'd like to 
handle this: 

I'd like to ask our minority and majority staff to each help with 
the lines here, and at the 1 minute mark, we'll have to gavel you 
down, and let me tpll you, this is the normal procedure. This is the 
normal procedure that we abide by in the Congress. We have a 1 
minute period, if you've ever seen it on TV. " 'i have I minute to 
say whatever we like. This is in response to tiying to let as many 
people have a little input as possible. We have gone overboard, but 
I will tell you now, if you speak more than a minute, or if we lose 
any kind of decorum here, we will ha\e to btop the whole process. 

So, let s start one at a time here, and if one of you would keep 
time and raise your hand a minute, I will gavel and that gavel is 
no reflection on the speaker, just the time. 

Let's proceed. Identify yourself, if you will. 
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STATEMENT OF IGNACIOUS DcGUARDIA. DEERFIELD. FL 

(Lines are formed.] , , _ 

Mr. DeGuardia. My name is Ignacius DeGuardia, and I live m 
Deerfield. Vm reading from an article that I wrote to the Sunken- 
tinel, about 6 weeks ago, "I find it very amusing for an M.D, to 
write against HMO s, when the fact is that it has the greed and the 
outrageous charges of the medical profession, HMO s would not 
have been in existence. It now becomes a necessity to join that or- 
ganization to maintain whatever financial resources the senior citi- 
zens have accumulated in their own pockets. As one who has been 
dealing with the HMO, having spent a full month in the hospital, 
receiving the best of care, it was a pleasure and a great relief to 
know that there was no paperwork, no bills to pay, ana I am refer- 
Vmg to costs in the vicinity of $20,000." 
Thank you. 

STATEMENT OF NATALIE SELIGSON 
Ms. Seligson. My name is Natalie Seligson. and I have a com- 
plaint to make about disenroUment. . 

It is almost 6 months and I have spent hours, davs, running to 
Social Security, going all over, getting the run-around, and I finally 
found out that I am disenroUed on the computer of HMO, but 
they've never sent the disenroUment thro.ugh to Social Security 

I finally contacted our Congressman Dan Mica, and he wrote me 
a very lovely letter, and he is working on it. He's contacted the 
proper agencies, and I just have to wait 

I think it is an absolute disgrace. I am not the only one, Ihere 
are other people I know that are dealing with the sam** thing- 
Mr. Mica. Thank you. 

STATEMENT OF HEN STULBERGER 

Mr. Stulberger. Ben Stulberger. ^. 

My wife right now is at the HMO receiving some meuical ca"e 
As a member of HMO, we who fought the Social Security m the 
thirties, we feel that this is something that we Ve been looking for- 
ward to. ^ , /. X T 

That as far as Mr. Smith said, the finance plan of our country; I 
say the greatest problem we have is the billions and trillions that 
we are throwing into the space programs, and all of those that y^ill 
cost over on us. the military, we should cut down on that and gr'e 
us more of the benefits that we fought for through these years 

Thank you. 

STATEMENT OF SHARON JOHNSOM 
Ms. Johnson. My name is Sharon Johnson, I'm the Business 
Manager at Fort Lauderdale Hospital. Ive had numerous problems 
with IMC, however, I do feel that they're at a loss sometimes, too 
For instance, if I understand correctly. IMC is unable, or does 
not ♦know what an individuals medicare s days actually are when 
they enroll someone. They have the same problem that v;e do, 
sometimes it takes 7 to 10 days in which to get a verification So, 
they're at a loss when they authorize someone to our hospital for 



91 

hospital care, and then find out down the road that they don't 
have, hke in our case, Psychiatric Facility. 

Another suggestion I have would be to, perhaps, pull the provid- 
ers, as far as the complaints are concerned. We got an awful lot of 
complaints today from the individuals, and I think that we should 
try to get some comments from the providers, 

Mr. Mica. Thank you. 

Ms. Johnson. Thank you. 

STATEMENT OF HARRY WINNECKER, WEST BABYLON, FL 
Mr. WiNNiCKEH. Harry Winnecker, West Babylon. 
I've been in the plan since it first started, and I just want to Uxlk 
about the quality of the care. Well. Di. Don Maronti, that IVe had 
there, when he moved from West Babylon all the way to Boynton 
Beach. I take the 10-mile trip on account of the quality of the care 
When I left the service, I had a triglicerate of 2040. My private 
doctor cou dn t bring it down. Dr. Don Maronti brought it down to 
the normal 150. 

STATEMENT OF PAUL ROSS, LAUDERDALE LAKES, FL 

Mr. Ross. I am Paul Ross, Lauderdale Lakes. 

My mother was with a large HMO in Broward with a terminal 
illness She passed away in January. We had a distressing time be- 
cause we absolutely got no support. Now we're not interested in 
buck pa^incf between medicare and the HMOs. When we have a 
terminally ill patient, we need some help, and this we failed to get. 
We only got it when I quickly disenrolled her, and had my own pri- 
vate doctor, with whom I could talk man to man, and get some- 
thing done. ^ 

.,,Th^^^^™^"^!ly ill ^^r^ really caught in a bind in this, and so are 
their families. Please do something about it. 
Mr. Mica. Thank you. 

STVrEMENT OF JOHN MOSS. LAKE WORTH, FL 

Mr. Moss. My name's John Moss of Lake Worth. 

Mr. Co^avecchio, seven months, I'm still not disenrolled, sir. 

CongreSkSmen, I think one suggestion Td like to make, and I 
spoke to Mr. Fowler about that. We need a local oversight volun- 
teer committee to help feed back to you what you're looking for. 
Think about that. 

Also, I think your committee should address the cost of hospitals, 
now that waK not addressed here, and it should be taken under con- 
sideration, because, somebody said that 75 percent of the total cost 
appears to be in the hospital level. 

Now, cost reduction at that point is important. 

Mr. Mica. Thank you, with just one comment. 

We are moving into this perspective payment approach in hospi- 
tals, and the committee in other hearings is looking at a number of 
other health problems. 

STATEMENT OF RODNEY DORSET 

Mr Dorset. My name is Rodney Dorset, Vm v.ith Doctor's Ho^jpi- 
tal Im reading from a letter addressed to the Honorable Dan 
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Mica, dated Jul> 6. "Dear Congressman Mica. I have previously 
written your office regarding my concern for HMO's, and the mis- 
appropriation of medical management decisions regarding the eld 
erly^In a recent case that was brought to my attention is an exam^ 
pie of what can happen when a critical, medical decision is placed 
in everyone's hands. « „ t> j 

"The wife of a patient. No. 1169778, Emergency Room Record, 
stated to Mr&. Hayes of our Nursing Department, that she had con- 
tacted the HMO emergency clinic twice on Thursday, June 7, 19o4, 
for an appointment for her husband, because he was experiencing 
pain in his chest and down both arms. , , „ , 

HMO employee told the patients wife that they would call her 
back, but failed to do bo. The patient's wife called a second time as 
stated above, stressing the severity of her husband's pains. 

Mr. Mica. Thank you. 

STATEMENT OF lUiTII COnP:N, WEST PALM BEACH. FL 

Ms. COHKN. Ruth Cohen, West Palm Beach. 

Tied, enrolled in the Doctor's Office and very tired of waiting. 
Now, the president of the Palm Beach Medical Society and the 
other former pre.^ident of the Medical Society of Broward, they 
both criticized the fact that in an emergency room they cannot get 
the HMO physician to ccme in and take care. They do not tell you 
that the hospitals will not allow the HMO physician in. 

I had occasion to be brought in by ambulance, and my husband 
was brought in three timcb by ambulance. The HMO physician was 
allowed in only at the Humana Hospital. Doctor's Office did not 
allow them, therefore, the doctor on call is the one that attended to 
us. 

Mr. Mica. Thank you. 

Ms. Cohen. I have one thing I would just like to say. 
May I? One point. 

Mr. Mica. You better stop right there. 

Ms. Cohen. I will say it quickly. - , . , i^rr 

He had to be transferred from Doctor s Hospital. Doctor s Office 

arranged for the ambulance to take him down t) Miami where you 

cannot get better care or consideration. 
Mr. Mica. Thank you. 

STATEMENT OF FERNANDO SOTO 

Mr. Soto. Fernando Soto, president of the Cuban Pharmaceutical 
Association. ^ TT^ifi^ a 

As a Cuban, we are not against tne concept of the HMO. As a 
pharmacist, we have a complaint about the big problem, the enroll- 
ment and disenroUment. . X- X- I 

We think that through the Social Securit>, you can get statistical 
about that, but as a Cuban, also, I want to point out something 
here. , , . , 

When we talk here about organized niedicine and organized 
pharmacy, or whatever, we say that in some way that is detrimen- 
tal to the profession. We don't have in the United Statec what we 
did have in Cuba, that was mandator> to belong to the professional 
association, what makes the profession stronger. When I heard the 
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comment that somebod> is dismissed from a center, that person 
should be taking the license out of him, because that person 
doesn't know that in the United States, the different professions 
also have a presentation of the general public. I remember when I 
was taking my exam in New York, that one of the questions was, 
"To whom the board sits, and the board sits to the people/' 
Mr. Mica. Thank you. 

STATEMENT OF MAX SUKKER 

Mr ScKKER. My name is Max Sukker, and I come from Boynton 
Beach. 

Td like to address the Honorable Dan Mica, and I'm ver> happy 
to meet you face to face. 

I think that HMO is the best thing that happened to our senior 
citizens. I save $2,900 a year. 

Thank you. 

Mr. Mica. Thank you very much. 

STATEMENT OF HARVEY COHEN 

Dr. Cohen. My name is Harvey Cohen, a physician In the area, 
and President of the Physician s Association, which is a 175- 
member organization which consists of ph>sicians in Boca Raton, 
Delray Beach, and Boynton Beach. 

I don't want to reiterate what Dr. Fischer has said, Til ju«?t agree 
with him entirely. We are in the front line receiving what you enu- 
merated to us. We're having problems exactly with what he said, 
with the emergency room. 

To address Mrs. Cohen, who was just up here, an> hospital who 
will allow any physician on the staff if he s qualified to that par- 
ticular hospital, and they set up their individual rules, and the 
people who detern*ine that are the ph>sicianb and the organizers of 
the hospital. 

Just one other point to make, and one that's not been addressed 
at in the meeting, in due deference to Dr. Sanders, all previous 
studies about HMO s are based upon nonprofit HMO, the origina- 
tor back in 1929; Kaiser, these are all nonprofit HMO. 

The profit HMO from which I had seen represents is the entirely 
new concept of 1980, and I think that should be addressed in new 
studies. 

Thank you. 

Mr. Mica. Thank you. 

STATEMENT OF HARVEY BIRNBAUM, LAKE WORTH, FL 

Mr. BiRNBAUM. My name is Harvey Birnbaum, and Tm from 
Lake Worth. 

Vm proud to say Tm, I belong to the Doctor's Office. 

I've lived ir Florida 13 years and had dealings with doctors for 
12^2 years. I' , had dealings with Frank Colavecchio's office for 6 
months. 

Believe me when I tell you, they are the only people I've dealt 
with in 13 years in Florida, you can ask other people. They are in- 
Q terested in you, from the nurse on. They will call you. 
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They will abk you. Tm surprised at night to get a pho^e call from 
the nurse there to ask how I was doing. 

No doctor, I paid some pretty high prices in Ilolly^vood, nobody 
in Florida has ever dt?ne that. They are terrific, and it s a godsend 
for Florida to have thu HMO's. 

Thank you. 

STATEMENT OF BARBARA MULLER, TAMPA, FL 

Ms. MuLLER. Barbara Muller, Tampa. 
I just go on the shortest line. 

Just to point out that under the grant from the Health Care Fi- 
nancing Administration, through the American Association of Re- 
tired Persons, five cities in the country have been selected as 
project cities to stit up an HMO informed buyer project, to let 
people know the pros and cons so that the> can make Intelligent 
decisions and not on an emotional basis. 

One of the cities that was selected was Tampa. I happen to be 
the coordinator of the project. I will be calling on you gentlemen, if 
I may, for information, and this ma> be a deal where other cities 
should set up so the people can do it rationally, rather than done 
emotionally to make their choice. 

Mr. Mica. Had you heard about this hearing in Tampa? 

Ms. Muller. Yes, I heard about it from our Washington contact. 

Mr. Mica. Thank you. 

STATEMENT OF HERBERT WARREN 

Mr. Warren. My name is Herbert Warren. Ym with the con- 
sumer council in Deerfield Beach. 

I am very strongly in favor of HMO s, however, I think that one 
of the things that must be addressed is the matter of handling 
grievances. I had a very sad experience with an HMO and I disen 
rolled, and simply because why a utilization committee overruled 
the doctor for some treatment. 

So, I would suggest that the HMOs have a grievance procedure 
where consumers and people who are not with the HMO will sit in 
and listen to the grievances and handle them, and give the patient 
the proper information and service that they require. 

Mr. Mica. Thank you. 

STATEMENT OF ESTHER WOLINSKY, LAKE WORTH, FL 
Ms. WoLiNSKY. My name is Esther Wolinsky, Tm from Lake 
Worth. 

I've belonged to them from the very beginning of January, I ve 
been a sick woman all my life, and I needed medical supervision 
for the medicine I receive. 

Mr. Colavecchio s office wouldn't give me the medicine. I 
changed then to a senior plan, I mean their s was a senior plan. 

I went later to, I forgot the name of it, anyway, it's in Lake 
Worth. They do not have medical centers like they re supposed to 
have. They have one Doctor s Office, like a general practitioner. 
Thev say they'll deliver you to places that have specialists, they 
^don t deliver you. 
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I'm unable to get my eyes taken care of, and I cannot get my 
te/^th taken care of. All the work that I need is not taken care of, 
and I cannot get emergency care. 

Everything that they say in the pamphlet, that it s such a won- 
derful idi , is not being executed and nobody is answering any of 
the questions. 

Mr. Mica. Thank you. 

STATEMENT OF MINNIE FRIEDLANDER, BOCA RATON, FL 
Ms. Friedlander. I am Minnie Friedlander, and Vm a citizen of 



Tm quite thrilled to be here today, because this is an exercise m 
democrac>, one which we are very happy to see, and people like 
me, Minnie Friedlander, or you, Sam Brown can appear before a 
conpressional committee, it is really a thrill to be here. 

I have no problem with the HMO concept, but I have a problem 
with fiiiancial viability. These are federally subsidized demonstra 
tion programs. These are federally subsidized programs. 

Mr. Smith. That s incorrect. There are no subsidies involved with 
these programs. 

Ms. Friedlander. Well, there's government involvement. 

Mr. Smith. Yes, ma*am, there is definitely Government involve- 
ment; there are no subsidies involved in this program. 

Ms. Friedlander. I agree with you. There are Federal problems 
involved here. Should the Congress find It necessary to reduce, sir, 
let me finish. 

Should the Congress in their need to balance this budget, find it 
necessary to change bome of the formats, I won't say subsidies, I'll 
say Government formats, should they find It necessary to change 
these formats, can the HMO s survive at low cost to the people, and 
if the HMO s should fail, or become out of reach to the people 
where do we go from there? 

Mr. Mica. That's why we're having this hearing. 

Thank you. 

STATEMENT OF ETHEL SITZMAN, BOCA RATON, FL 
Ms. SiTZMAN. Ethel Sitzman, Boca Raton. 

I belong to the HMO since February, and Tve had a broken hip 
on March 28. The care that Tve been receiving at the medical 
center has btien excellent, but when I was headed for treatment of 
niy broken hip, they had no doctor to send me to, they had no hos- 
pital to send me to, so the medics brought me to Margate Hospital 
with their permission. However, Tve had excellent care there, too. I 
have no quarrel with either the doctors in HMO or out of them. 

But, none of my bills have been paid, and this is where I don't 
know who to go to. 

Thank you. 

Mr. Mica. Thank you. 

STATEMENT OF WOODY WOOD 
Mr. Wood. I'm Woody Wood. Tm a service-connected veteran 
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I've been through the mill as far as veteran's hospitals and out 
patients go. I now belong to the HMO In Lake Worth, Doctor s 



The care there, as far as Vm concerned, is just as good, if not 
better than theirs, that the veterans give me. 

As an example, I have a sugar problem, and I have high blood 
pressure. It came down when I started going to the HMO. 
Thank you. 
Mr. Mica. Thank you. 

Mr. Slovin. I understand that ever>bod> has joined the HMOs 
and rd like to rise and raise an objection and propose an alterna 
tive. 

The HMO's were essentially a response to the enormous cost of 
medical care being provided to the people. As such, they have 
failed in one respect. They, also, are providing medical care for a 
profit. 

I suggest that we need a national health bill in line with the na 
tional health bills before other countries except South Africa, the 
Union of South Africa, and the United States. 

Ma> I draw a parallel? At the beginning of the 19th century, fire- 
fighting companies existed, that is, there were companies who went 
out, fought fires and got paid for them. The situation was so bad 
that companies, especially in Philadelphia, if you want read the 
hislory of it, where the firefighting companies would go to work 
with brickbats and kill each other before they were able to fight 
the fire. 

I suggest that the health of the American people is too important 
lu be entrusted to private enterprise, that just as firefighting com 
panies, just as our Armed Forces are necessary, we need them to be 
taken out of the domain of private profit. 

Mr. Mica. Thank you. 



Mr. Whitehall. Mr. Chairman, my name is Albert Whitehall. 

In the inidfifties, I was executive director of the Blue Cross Plan 
in Seattle. I hope Dr. Sanders is here, because in my opinion, the 
HMOs were active in the State of Washington before W*orld War I, 
and the> were set up and operated successfully by the medical soci 
ety of nearly every county in the State. 

Now, this is what they do. For normal premiums, they estab- 
lished a pool, and out of that pool, they pay the doctors about 75 
perjeat of their usual fees, and they pay the hospitals. 

At tne end of the year, they distribute what is left in the pool 
among the doctors. Here's what happened. 

It didn't take the doctors long to see that if one of their col- 
leagues was doing unnecessary surgery, that was money coming 
out of their pocket and the yearend bonus, and unnecessary hospi 
talization and other abuses. 

Now, this is when you have doctors in control of themselves, this 
is the way you get medical self^iscipline. That is the HMO con 
cept. 

Thank you. 
^ Mr. Mica. Thank you. 
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STATEMENT OF PETE TEDESCO. ROYNTON BEACH, FL 

Mr Tedesco. Good afternoon, my name is Pete Tedesco. I come 
from Boynton Beach. 

. am a Tiernber of the Gold Plus Plan, Doctor s Office, under the 
sponsorship of Frank Colavecchio. 

I'll tell you the reason why I joined Gold Plus, Mr, Colavecchio 
had senior plan before. His care, his interest was outstanding 
better than I received, and I lived in Broward County, or way back 
in Nassau County, 

I want to tell you; my wife, a heart condition, she's doing much 
better, and she has for a long time. Thank you, 

Mr, Mica, Thank you, 

STATEMENT OF FREDERICK FROilLICII 

Mr Frohlich. My name is Frederick Frohlich, I am an insur- 
ancc trustee for the American Association of Retired Persons. 

I listened very carefully to what has been said here today. Our 
association agrees in concept with the concept of HMO's, but there 
are so many unanswered questions that, as a matter of policv, they 
have not made any^ decision, 

I would like to just throw one thing out. We are talking about 
cost effectiveness. Is there any cap placed on these HMO s as to the 
amount of profit which they may retain before giving some of these 
profits back to the beneficiaries, namely the patient? 

Mr Mica That is one of the things we have tried to raise in the 
hearings; what their profit level is, is it too much, are we payine 
too much, f J fc» 

We will be looking at that. 
Thank you. 

STATEMENT OF JOHN WOOD 

Mr Wood My name is John Wood, I am medically retired from 
open heart surgery three times, and if it wasn't for the Gold Plus 
Plan, there s no way I could afford the medicine or medication and 
medical assistance that I could have through the Gold Plus Plan 

Mr. Mica, Thank you very much, 

STATEMENT OF ANTHONY NARDIELLO, CORAL SPRINGS. FL 

Mr Nardiello. I guess I'm the last one, Im Anthony Nard .ilo: 
I m from Coral Springs, 

I was never on an HMO Plan, but my late father was on one. 
International Medical Centers, I just want to publicly thank Mr. 

er. if hes still in the audience for having a portion of mv fa- 
thers bill paid, 

The bill went on for 6 months with no resolution of IMC, from 
the State insurance commissioner'^ ofTice, and without interven- 
tion, a lawsuit would have ensued, 

I would ask the committee's permission if I could submit written 
material on the HMO through letters, and my personal opinion, I 
detest the concept of an HMO, and I consider it America s rendez- 
vous with socialized medicine. 

Thank you very much, 

Mr. Mica, Thank you. 
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STATEMENT OF SAM SHAKSBY DELRAY BEACH, PL 
Mr. Shaksby. My name is Sam Shaksby and I'm from Delray 
Beach. 

Vrn also a Service Officer of the Veterans. What do the Service 
Officers of Palm Beach County and Delray Bea'^h demand? 

I'm so glad that HMO came around. I had something to do with 
it for about IV2 years, and Congressman Mica knows I give him 
plenty of a. headache. tfa • t 

Any service man, in the service, that goes to the VA hospital, 
that's nonservice connected cannot be serviced. Where are they 
supposed to go? . , , , 

I have here in the record, there are 52.000 in south Florida that 
are nonservice connected getting their pension, in other words, 
they're getting their pension because they haven't got enough 
money to eat or sleep, and they hate it back in the Doctor s. 

So, the HMO s, thank God, came along, and these veterans when 
they come to me with their medical problem, I send them to an 
HMO, and keep it going and get it together, please. 

Mr. Mica. Thank you very much. , , „ ^.^ , 

Let me tell you, you have been absolutely great. We really didn t 
know if we could work it out to give everybody who wanted to 
speak up there and speak, and that's just been fantastic. 

Now, let me just close this, and I will call on each of my col- 
leagues for a closing statement, and tell you that from my perspec 
tive. this has been extremely constructive. 

You've given us additional meat to go back to Washington to 
take to our colleagues, and bome of the problems and recommenda- 
tions to correct deficiencies in HMO's, the enrolling and the disen- 
rolling seem to be a key area, the financial viability, the cost and 
the profit; the skew of population in the HMO. 

We heard some good and some bad, but I would say that on bal^ 
ance, the constructive comments that we've had here are some of 
the best, that I've ever had in a public hearing. 

Let me call on our ranking minority member. Congressman Rin- 
aldo, and as I call on him, let me just thank you for coming here 
from New Jersey to be here for this hearing. 

Thank you. 

Mr. RiNALDO. Thank you. ^ ..... 

I just want to thank everyone here. Its an eaiotional topic; its 
one that's full of controversy, so I think it's obvious from^ the com 
ments that HMO's are here to stay, and I think the important 
thing is what we've got to do is upgrade the level of care as much 
as we possibly can. . , 1 » . , 

I also want to point out one other thing that I particularly think 
IS importt^it. Your Congressman came to see me and he came to 
see, of course, the ranking majority member, about having this 
hearing. I think it belies the fact that, in many cases, you 11 hear 
that Congress is on a recess. A recess doesn't mean that a Con* 
gressman has nothing to do. Mail keeps coming for Congressman 
Mica and my other colleague, Congressman Smith. The phone 
keeps ringing, the problems continue. But, during a recess, it really 
means we are not in session in Washington, and quite frankly, 
maybe it s a good idea to hold hearings of this type, and to get out 
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and meet the people and find out what the problems are, that 
the proper corrective action can be taken. 
Thank you. 

Mr. Mica. I hesitate to do this, but I should introduce one indi- 
vidual I bee. State Representative Carole Ilanson, >our Representa- 
tive from Boca Raton. 

I hope that doesn't start something. 

Now, driving all the wa> up from Holl>wood, FL, my colleague, 
Congressman Larry Smith, 
Larry, thank you for being with us. 
Mr. Smith. Thank you. 

I certainlj appreciate the opportuiiIt> of being here, and I want 
to thank you for allowing me to sit In on this panel. Certainly I 
second your commending Congressman Rinaldo coming from New 
Jersey to do this. 

I know he's ver> dedicated to finding solutions to the problems of 
the aging, and especially as it relates to medical care. 

As I indicated before, I am ver> concerned abou^ this problem, 
because in Broward Count> alone, we have about 270,000 people ou 
Social Security. A major portion are veteraa* that are moving to 
th^ State, to Broward, and certainly into Palm Beach. 

So, we have the same type of problems that you have *xer«. My 
office receives, like >our office, many of the same calls and com 
plaints with reference to the kinds of problems thai we've heard 
and listened to today. 

We have been ver> concerned about the provision for the termi- 
nally 111 and the custodial care. The acute emergency treatment 
and the problem that results when you can't find somebody to talk 
to, and >ou need somebody absolutely right that tiecond and not 
even a half hour later. 

The informed enrollment problem— we .see that people actually 
do enroll without absolutely understanding what they are getting 
Into, what they are giving up. The grievance procedure— where 
there are problems that need to be solved after they're in the 
HMO, and they don't fullv understand what's available. The proce- 
dure seems to be the kind of thing that they don't want to get into 
because it's too much of a hassle. 

But, these are not Inburmountable problems. These are not prob- 
lems that iiean that HMO s are bad per se. These are problems of 
growth. These are problems that are pains associated with giving 
Birth to ^onletImes a good Idea that hasn't been fullv Implemented, 
and therefore, we're not sure of what's wrong and what's right. 

But, I think from the testimony to doctors from HFCA, and all 
the other people^ tha* are involved In the svstem itself, show, I 
think, that HMO's are a very viable concept. The question is, How 
do you make them very, very strong? 

How do you make them very strong? How do you make them 
work right so that. One, all the menribers of HMO's, especially 
thobe on medicare, because we're dealing with medicare benefici- 
aries, rec^^Ive quality medical care without hassle, without a prob- 
lem, anc^ bave money in the process for themselves, as one gentle- 
man Indicated, no deductibles, no copayments, et cetera, and no pa- 
perwoik, and, two, how does the Government save money, which is 
^ your money too? You pay taxes for all these many years, and as a 
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result, we need a merging of thobe interests, and at the same lime, 
have the Government do what is necessary tu prutett the elderl> 
population of the United States. 

These hearings are extremely helpful. I commend Mr. Mica 
again. He's been a leader in the field of tr>ing to mane sure that 
this kind of concept can grow properly and provide the health care 
that's necessary. 

I am very grateful to you for allowing me the opportunity to be 
here today, and we're going tu find the answers to these questions. 

Mr. Mica. Thank you very much. 

I thank my colleagues, all of the witnesses, and each of you for 
being here. 
The committee is adjourned. 
[Whereupon, at 1 p.m., the hearing was adjourned.] 
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APPENDIX 



Congressman Edward R. Hoybau 
Chairman. Select C6mmiU€C on Aging, 
^ House of Representatives, }Yashington, DC 

Deak Congressman Roybau Congressman Rmaldu 6 toted in the record, iinus 1035 
to 1045 that additional facta would be Includcd.in the records if submitted. 

Aflcr Mr. Colavccchio made hia statements lines 3090 to 3103, I said that they 
Mere nut true, line 3104. I was not given the opportunity to explain my statement 
because of the limited time of the hearing. 

I am now requesting that the following testimony be incUded into the record to 
give^ evidence of the lack of Integrity ol the character of Mr. Frank Colovccchto, 
president of Cold Plus HMO. I uin provide documentation to prove that Mr. Colo* 
\ccchio deliberately misstated the facts to cover up the mishandling of the patient. 

3092 The hav.lol was told by the attending HMO Doctor Robert Robine to dis^ 
charge the patiu,^ and sent home, because she reouircd \oQtodiaI care." This was 
Incorrect evaluation because she needc*d "slullcd care." She was unable to swal- 
to w^^ food and was being fed bv intravenous ir\jcxtion and finally nec*ded tube feed« 
Ing'' Into her stomach, which can only be performed by skilled help, usually a 
doctor. 

3093— The home care unit never came in. 

3097 3099 It took several hours, and phone calls by Diane Kohl, of Cong. Mica 
*taff. to the International Mc*dival Center .Jid the efforts of their executives, Mr. 
Jeriy Atchisoik and Dr. Juy Sun den* to persuade Mr. Colovecxhio to order the doctor 
to have the T^tient returned to the hospital. 

Line 3100 He did not bring HRS in Mrs. Slattern of Social Scr>'ice9 of the 
Humona Hospital sent me down to their offices and she called Mrs. R. Aibury to 
a&blst nie. Unfouunately. the patient died before the HRS completed their evalua- 
tion. 

Line 3101 The HRS was given documentaUun which showed that ths fmancial 
status of the patient qualified her to receive their assistance. 

Line 3102 It took over a week to place the patient into a nureing home. I tried to 
locate a nursing home which would accept the patienu I was unsuccessful because 
the nui^in]^ homes told me that their cxpenence with Gold Plus HMO was very bad, 
and very difficult because of the lack of cooperation from the HMO. 

3103 Mr. Colavecchio was able to place the patient jnto the Convalescent Center 
of the Palm Beaches because she now was correctly ^isted wt requiring skilled nur»^ 
ing uire" and entitled to payment by Mediuirc. The Gold Plus provided the Medi- 
care ^0G6 05 ol91A HMO Authorisation #550012C to the nursing home. The 
patient died a few days after her admission. 

I am enclosing a copy of the ads which appeared «n many newspapers and moga- 
zincs in Florida. 

Please advise me If thiS Information will appear in the record of the hearing. I 
would appreciate a c^py uf the completed testimony. I will be happy to serve your 
committee if you call upon me. 
My thanks tu you and yout committee for trying tu help makr. uur Aging" period 
r easier to go through. 

Sincerely, 

David Custagc 



JulyJS,JS8l 

D£ar"Conv.RCSSMan MtcA. My wife and I attended the hearing on July 9th in 
Boca Raton uf the House Select Committee on Aging at your invitation to my wife, 
Lily. You were much too ou.upicd fur us to present ourselves to /ou but I do wish 
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^uu to knuw ihul vtM were buth imprcbM.nl With the ^muuth urganiAiiiun uf the mct'l- 
ing and your very effective direction of it 

Sintv wc did not have an <ipportunAtv to «{H;ak, I am taking advantage of thu pru^ 
ccdurc which allows m> written rcmark» to be included in the record. 

Nu one at the meeting louwhed upon ^vhat I condider an outstanding bics&ing of 
the HMO formal for pmviding mcdiuil wan:> the liberation of (he recipient from the 
{mpcr Work incubus. I ••ave, u ifortunatel>, first hw.d cxpcnence with this frustrate 
4ng burden. brother is an AUhcimer diMro^c Victim who lia:> also had other irtedi- 
wii problems whikh nei.eSii>ilated mediwal interveuiun repeatedly. During the Uuil 
year htx had been lioapitali^cd n\e tiine^, had surgery Iwicc^ rxxjuirvd ambulance 
{service ten timeb» nxt;ivcd innumerable x ravs and uthei diagiiu^Uw pnK,edure9, lit- 
erally hundreds of te^ts, nur&ing {»ervice&> and i>ervKC9 fr^.Ti a host of doctors— many 
of whom I had never heard and whosu serviced to n.y brother remain a mystery lo 
ihiS day bul all of theni re\|uiring telephone calis , letters, Medicare forms, supple^ 
nientiiry coverage forms, res*^b mission of vlaims held to be incomplete or errvneuus, 
etc. During tlie height of medical activity I had silent as much as three eight-hour 
days handling my brother's claims each wc*ek! N'ow the burden has dwindled to 
about G-8 hours per week. 

Lest it be thought that the time I had to «fn;nd on his medical payments, claims 
and collections c^uld be attributed to lack of familuinty vviih the procedures in- 
volved, let me state that I have had many years ex{K:ricnce in mv carc*er dealing 
With medical insurance claims, Meduaret Blue Cross* Buie Shield, uHI, Kaiser Per* 
mnnentc and Connecticut General. 

I Cite own problem onlv to highlight the burden impu^Hi on rcxipieni^ of med- 
ical care in the conventional forrriate most of whom are far less able to deal with 
the ptipcr Work than I. In my mmd there is no douL* thai many imtients arc cheat- 
cd of tneir rightful reimbursenicnts because ihcv are «^*uOie lo deal with the c"om- 
pleAities of deductibles, exclusions, exceptions, documentation, and the fragmenta- 
tion of responsibility for piiyment of claims between two or more reimbunt .^g agen- 
cies. 

I am very definitely in favor of HMO's as desirable alternatives to conventional 
medical care. They vffer, however, only partial resolution of the problem of medical 
care. It is a tery good first step but cnly a first step. What is needed is a complete, 
iritcgiatcd heaill^ care system which combines ihci^IIMO with hospital and extended 
care facility vonvalescc-nt and nursing home. Not only would such a system do 
much to relieve anxiety and suffering but it would even be more economical than 
our current fragmanted varel The system proposed would eliminate billions of dol- 
lars now being spent for processing claims, processing individual payments, dupli^ 
eating patient work ups, etc. «ind could be sustained by the money saved. 

Ultimately, and eventually, the the answei must be a national hrulth care system 
based on need and ot the ability to pay. 
Sincerely, 

Samuei. D. Goudo*"'. 



North Broward HosriTAU 
Pompano Beach, FL June JS, !9$h 

Reprt^sentative Da.sipx A. Mica, 

Cunfircs^ the United States, Cannufi //ou^c Offt*,c BiuUifig, Room ISI, HVwAm/:- 
ton, DC 

Deah Ru*Ht2>»JSt a ru h Mii^A. Thank you foi your letter informing me about the 
Jul* 3th HMO field hearing in Boca Raton. Youi interest in investigating HMOs in 
this area is greatly appreciated by our hospital and the community. 

As >ou knovv. Health Maintenance Organ i/ations -HMO's* were established by 
Congress in IDTU to curb spiralmg health ^re cost^, while supposedly being able to 
provide quality health caru services. However, while HMOs are an alternative to 
encourage health care cvst ci^ntainment, their Quality and professionalism in our 
area is perceived by many local health care professionals as being highly suspect. 

North Broward Medical Center has cxi^-rienced many unprofessional practices by 
HMOs that have hampered the quality of health care delivery in our community. 
Recent problems include. \* Lengthy delays in HMO paymentxi to hospital physi- 
cians, Zt Long delays in rcxtriving hospital adinis^ion approvals or disapprovals for 
critically ill patients, lea^ng some patients conditions to greally worMrn, and, 3i 
Fa«5e advert Asing by HMOs, most claim they are affiliated or have agreements with 
various hospitals when few are associated Wiih any. Many enroilces want to termi- 
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natc their HMO agreement as «ogn aa this pra^,livf 19 ruvcalcd to them, but fcoi 
they cannot due to a short term loss of all Medicare coverage. 

Althcugh Congress has gUen flexible ta*atmt>.it to HMO a to appease conalituent 
complaints about Invrci^ing health ca ».e&U, thcbc people are .low beginning to 
scream for tjreatcr health uirc *iuallt ad assured coverage. This Mtualjon is inten- 
sifying as HMO cHentiS on Medicare •iilmng that the> arc not guaranteed hos- 
pitalization or proper care for 6erIou9...^«..vaI problems that arc common among the 
clderl> Moat HMO clients arc so petrified at the prospect of losing all Medicare gov 
cragc for 3G days or longer that the> feel bound to their unsatisfactory and potcn- 
tialj> life threatening contras^t^. This problem has understandably left many of our 
senior citizens fetling helpless and hostile tov^ard uU health care providers and 
public policy makers 

The r'^ot of the pniblem is that HMO's have limited Icgul restrictions that make 
theni much mw re financial ly wiented and motivated than hospitals. Without such 
restrtcttons, HMOs continue tv make fiscal concerns their top priority. This atti- 
tude and practice has become evident In the many s.a«<» that continue to arise. 

Eadasod are examples gf HMO related medical ^.u^-s and problems that our hos- 
pita* has experienced In recent montlis. Realistic, not puna».ea«typc, soiutiond must 
be draued by Congress \m resolve these difficulties an J to Mnke a balance between 
controlling costs and the need for quality health care* 

Please contact my office If v\c uin be of any further assistance to you m preparing 
for ^'Our Important upcoming hearing. Thank you ogum fgr your attention to this 
critical matter. 
Sincerely, 

ROBKRT L KkNNKDV, 

FACHA Administrator, 

Enclosures. 

NOKTH Broward HosprrAU Pompano Beach, FL 

The folloNving Is a sample of the five HMO ,.ases that the North Bro^^ard Medical 
Center rccci\es or\ an average day. The names of specific people have been excluded 
tc protect our patients. HMO company names do not appear as most are well repre- 
sented Also, at least tNvo gut of fi^e HMO uises include people that want us to help 
them break their contracts immediately. 

CASE NO. 1 

In early June, an B2 year old woman v^^is rushcni *o oui emergency room by her 
daughter at 9 30 p.m. After numerous attempU, wc finally made contact with the 
woman s HMO eight hour* later. At that time, the HMO informed us and the 
family that the patient *.ould not be treated at North Browcri for her rectal hem- 
moraging The ivoman was then sent tu Miami Genera* Hospital, which ts an hur 
away, as it was the only facility apprt>ved by her HMO. 

Problem All HMOs should have Zl hour, 7 days a week, contracts and services, as 
do hv)£pita!s. tv aUommodatc wllcnts whenever accidenU occur or treatment is ncc* 
cssary Also, to avoid time's lapses ami ensure proper medical care, HMOs should be 
profifissionally and officially affiliated with several hospitals. 

CASE NO. 2 

In late May. a 70 year old woman was brought to our emergency room 9;00 
p r v^it" A fractured hip from a fall. Three hour^ passed before her HMO informed 
^ that ihe v^ould have pay fgr any services rendered by the Medical Center. 
That woman was finally allgwcd to be treatcnl by the HMO the following day. 

Problem: Same as in Case No. L 

CAse NO. 0 

In late April, a 68 year old v9%iman on our third floor experienced ren«il failure 
and ret4^irea Immediate atlentlun. None of her HMO phyTsiwans went available and 
the HMO said thcv would not pay for anyone else to sec her. Both the Medical 
Center and the HMO tried locating an appropriate physiuan. Two and a half hourB 
later a physician tvas foun-^, but he t^uld do nothmi; until the HMO authorization 
code was given to our staff. 

Problem. lIMOs must bcxomc more professionivK organized and run to avoid 
delays In patient treatment, physician payment, and other K^*nerai necessary serv- 
ices. 
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CASK NO. 4 

I mid'M4i>« a 16 year old inan brought to our emergency room at 9.00 pju. 
IIis HMOs ph>suian apptoved ih ad^lt^3lon aad rcftricvl ihe «^u>c to anuthur ph^ 
stcian ^\hu schuuulcd the patient fur surger> the next da>. Aa the patient and ph>si 
ctan pru|mrvd for ^urgur>i the HMO informed us that ihcir ph^dKtan wa;> wrong lu 
admit the patient. The man then rushed to Dovtur t> General Hospttal, the on!> 
laulil> k\here the HMO wuuld ailow the patient tu be treated. Tlie family Vkua out 
ruKcd, as Vfos the pliysicinn and our administrative stAlT. 

Problem. Lack uf profe&btonal and ethical mydical a(,gountabiIit> b> HMOb, as 
v^cll as a lack of c-ontmunication not onl> with dients» but with ph^sician.s. 

{From the Fort Uu(ienJ«!<i New^ Mar I^. 1983) 

HMO U?j>KTS HospfTAL Officials 

(By Gail Poulton, Medical Writer) 

MiA.Mi.- Federal ufHciais, anxiuu.% to keep a plan tu ^avc Metiiuirc mone> afloat, 
•aced 1*A) angr> hospiUil adniinidtratvrb Mundu> uvcr pfubl ni» hospit^ila Imvc witli 
a Ikalth Maintenance Organization involved in the plan. 

The^c kinds uf things >Ou're brin^img up here are the kinds of thing) wc'ix; 
trying io under, -and befure wu gu natiunwide with a hiw thats gui.ig tu affect ev 
er^bodv, bUtd Lr. Dr>an Luce, dirtxtor uf the Medivarc ufTue in Baltunurc that de 
\ciup' u the pruject. We ma> nut ^^ue mune> up frunt, but wc rt tr>ing tv sec huw 
we c in save money in the long run." 

Tiic guvernntent at pacing four South Flunda HMOs Do {H:r(.c«'t uf what .t wuuld 
cost if iheir memberz* were un Medicare. In turn, ihe HMOs proMdt ruutine medical 
care for their members and hospitalization when necessary. 

HospUai administraturs are upset u>er unpaid bit is and refus^il bv Internatiur«al 
Medtcai Center HMO to pa> what the hosjut^ils cunsider reasonable charges. 

You thuught you Were c« ning to speak tu a group what >ou gut was an angry 
mub, ' Julie Oldham uf Southeastern Medical Center in Nurth Miami Beach tuld the 
Medicare officials. 

Once 4i Medicare patients juins un HMO in the federal pruject. he is obligated tu 
get his medical care frum the HMO ur it must be authuitzed b> the HMO» except tn 
an emergency. 

Ideal i>, hospitals ha\e agree nieiit^i tu admit HMO i^tient.s. It w^urks in other 
arejis of the tountrv, according tu federal officials m chari,e of the project. 

This hasn t wurned as ivell in the Miami areas ^^e wuuld ha>e liked,*' admit 
tod W.i^ne Fuwier» dioxtur of Medicares grou{>-plan operations diMsiui* in Balti 
more. 

As far as the Medicare ufficials are cuncerned, ih ^e are inevitable wrinkles that 
have tu be iruned uut. But lhe> are aware that those wnnkics cuuld turrt into muun 
tains. 

It cuuld tur|)edo the whule ^rojcxl if there were .•n.andais and patients vvcre 
huri," said Luce. That's wh> we re all down hert: and we're jumping in so quickly/' 

Onlv une hospital m Dade Count> and nunt in Broward ha^i an a^jieement with 
IMC. llospttal administrators sa> the HMO will not pa> them a fatr amount. 

We h.ive u stud> that shows the HMO patient costj> 20 percent .a than the 
regular Medic^ire patient.' stud Plantation General Hospital Adn4..iistrator At 
Quartm, **They don t put them in the hospital unless they're critvial." 

He said because of that, more c;ire i& required, so the bill iS higher. 

The hospitals^ ^^hu are ubiigated tu admit an>une in an emergenc>, also s<i> it 
IMC docs nut cunsider the admission a iifc--thre<?tcnia^ emergenc>p it refuses tu p.i^ 
the bilL 

The dispuicb have wuused some huspital:> tu refuM; patients kvhu bclung tu IMC. 
The> ilMCi dun t appear tu be cuncerned about the hi-alth of the patient- The> 
arc concerned with how thev can get out uf aijpruviii^ ihe admissiun and out uf 
paying the bill." said Ms. Oldham. 

The Medicare adrnmistraturs offered the hospitals an ultcrnat«ie billing meth*^ 
they hupc wiii suUe the problem. If the hospitals dun t want agreements with an 
H^IO. the> can admit its p^ittents and bill Medicare directl>. Fowler said. 

\\e rc efrc*ctivel> giving the hospital a chuicc uf huw it wuuld like to be paid," 
Fowler said. 

Jmuu Aveliu, Vice president fur curp|orate dcvelupmcnt at IMC. said that should 
prevent hospitals from refusing to admit IMC patients. 

109 



105 

"Now thnt thc> have the opwwn the> cannot turn the patients av,ay, " Avello bind, 
"Wc re not unhappv with it and they shouldn't be unhappy with it." 

As Far aa some hospital admlnlstraturb arc tuncvrncd, the clmngu dcKt^n't bolve 
nnjything. 

It confuses It even more," said Lee Faulcuner, chief finuntiul uflicer of the North 
Broward Hospital District. **I don't think anything going to change us a result of 
this meeting. 

Faulconer said he is continuing to negotiate; u dtandard agreement wah HMOb for 
the district 8 three tax assisted hospitals, but if tliey can't come to lurms with IMC, 
they will bill Medicare for any HMO admissions, 

Margate Hospital Administrator Hud Connerv, who pluc^ni udvertisement^ in 
community newspapers advising IMC members they are respunstble for their own 
bills at his hospilc\ said that position Iios not changed. 

"I'm just going to go ahead and bill the patient," Connery said. "I'm not very opti- 
mistic thnt in the near future anv prepress is going to be made/' 

Some hospital administrators, however, viewed tne change more positively. 

"At least it's a starting point, but there are a lot of questions that have to be 
answered." said Humana Hospital Dennetts Executive Director Ira Korman. 
'Somebody should realize they have to negotiate with the hospitals." 

The hospital administrators' sentiments were not K«t on the Medicare ofTicials. 

"The message is coming down loud and dear. If the beneficiary is being jerked 
around between the hospitals and the HMOs then they're not guing to stay in the 
HMO and the demonstration won't succeed. A few people might get hurt by that 
but we'll learn a lot," Luce said. 'The concept of HMOs Is not going to go away— 
we've just begun." 

(From the Muiini Hcrald/TuMday. J»n. 31. 19g4| 

CoMPi^iNTS Spur Probk Into Four S. Florida HMO's 
(By Paul Anderson, Herald Washington Bureau) 

Sparred by complaints from elderly constitutcnta. South Broward Gingressman 
L,\rry Smith Monday called for a federal Investigation of four pre-paid health-vare 
firms «r- South Florida that accept Medicare {^atients under an experimental pro* 
gram. 

Smith. In Washinj^ton, said he has asked the General Accounting Office iGAO> to 
look into the practices of the four firms, known as health-maintenance orgainia* 
tlons JiMOs), Including their advertising methods, the extent of their insurance 
coverage and the quality of care that they provide. 

The Hollywood Democrat said, he also wanti> to GAO to look into the way the 
L.S Health Care Finance Administration has monitored the rapidly growing pro- 
grams since it launched the Medicare demonstration project in 1982. 

The GAO hns agreed to make an inquiry, officials said. 

Officials with the Health Care Finance Administration and three of the four 
HMOs said Monday they have nothing to fear from an investigation. 

Smith said he's not opposed to letting Medicare recipients go to HMOs, he aimpiy 
wants to make sure that they are getting good care. 

"I'm hopeful that this kind of orogram can work, because the whole idea is that 
wc should be able to bring down tne cost of health care "vhile providing tiuaiity serv- 
i'^, ■ Smith said of the HMOs. "... But, based on the tomplaints v,c\'c been recei\- 
ing. I suspect there are major technical defects in the way this system is working. 

More than 72,000 Medicare recipients in Florida are enrolled in the four HMOs, 
according to figures that Smith s staff obtained from the Health Care Finance Ad« 
ministration. Three of the firms are based In Dade Count>. AvMed Health Plan. 
CAC Health Plan and International Medical Centen> Inc. The fourth is Health Care 
of Broward» 

International Medical Center is the largest, with more than 60,000 elderly people 
enrolled In Its plan. About 13.000 of those enrolled in the last monih, when Interna* 
tional Medical Centers expanded in the Tampa^t. Petersburg area. 

Avmed. which also offers IIa plan In Tampa, has more than 6,000 enrol lees, CAC 
has about 3,200 and Health Care of Broward about 2,000. 

The principle behind an HMO is that a person makers monthly uay mcnt^ to cwer 
any medical care he or she nce<L> whenever it s needed, at whatever cost. The 
Health Care Finance Administration allowed 60 HMOs around the country to begin 
enrolling Medicare recipients in 1982 in a demonstration project. 

In South Florida, the average monthly payment per patient from Medicare is now 
about $232, according to Smith's staff. 
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The dcmonstrutiun progr.;a; firet bccams cunt:ovursiaI when some Hrms sUtrted 
maw advertising cumpaigni} thut described their plun5 aa guvernment-sDgnbured/' 
"government backed." or "endorbcd b> the U.S. Government," A numoer of the 
firms, including CAC, were ordered to change their advertising. 

The firma compete bv offer ing &erviccs bc>ond thoso which Medicare normaII> 
covers* including such things as free or reduced c>c^glusse9, hearing aids and dental 
care. 

Smith said he also is concerned about the qualit> of baMC care that the HMOs 
provide, based on the complaints his office has received. Without naming the pa- 
tientd or identif>ing which South Florida HMO was involved, he gave five examples, 
including the stoi> of a man ^ho had trouble getting a pri^thcsis fitted uflcr he had 
his leg amDutated in January 1983. He was fitted three times by the same firm to 
which his HMO referred him, and all three times he develupcd sores. 

The HMO refused to send him to a different fitter until Smith s office intervened 
after >he man complained. 

In mdst cases, Smith said HMO officials blamed the disputes on administrative 
errors." 

But he Said he also has heard complaints about "ridiculous roquiremcnta" that 
HMOs put oil their members, including at least one HMO that insists its members 
consult with iU Htnff before seeking emergenc> aid, such as in the case of a heart 
attack. 

"If you're having a heart attack, you must be able to get that trmer^enc^ care. 
You can't take the time out to call your HMO before >ou call an ambulance,' Smith 
said. 

Dr, Sam Romeo, executive director of Health Care of Broward said his HMO is 
particularl> careful to fullv explain its program when il signs up elderly patients 
who ma> gel confused, while others are growing fi»o .apidl> that they may not be as 
concerncKi. "We have a smaller plan and weVe much more deliberate," Ilomeno 
said. 



Law Offices, 
GiBBS AND Zei, P.A., 
Fort Lauderdale, FL, March SO, 1984* 

[Ortincd mill P5H 748 043] 

Dear . Our firm represents the North Broward Hospital District, a special 
tax district of the Stat^ of Florida, which owns and operates Broward General Medi- 
cal Center, Imperial Point Medical Center and North Broward Medical Center. 

It has come to the District's attention that >our organization is distributing litera- 
ture for publication and solicitation purposes which idcntifieh the three medical cen* 
tcrs as "Affiliate Providers". 

HMO has never obtained the North Broward Hospital District authoiization to 
list the District s facilities as "Affiliated Providers". Therefore, your use of the Dis- 
trict s facilities' names in your literature m unauthorized and the District specifical- 
ly objects to this. 

Demand is hereby made for the immediate removal of the District's facilities' 
names from an> of >our literature, publications and advertising and the immediate 
c^cssation of any distribution of an> items that currently carry reference to the Dis- 
trict or lis facilities. 

If vour organization fails to immediatel> compl> with the above demand, the 
No.*th Broward Hospital District will seek i injunctive relief and damages. 
Sincerely, 

W1UJA.M Zei. 



Delray Beach. PL. July 7, 1981 

Hon. Dan Mica, 
House of Representatives, 

Ocean Avenue, Boynton Beach, FL 

Dear Mr. Mica. I wish to register my discontent with the HMO <Dclray Beach 
Atlantic Avenue). 

When I joined, I was given a reasonabl> ^ood examination «nd found to be in ^ood 
physical condition. About a month after, I experienced a severe pam in the hip. I 
was pleased to receive an early appointment to bc-e a staff doctor. He suggested x- 
ra^ of the hip. He advised me that the x rays proved negaUve but gave me a potent 
painkiller. 
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Aflcr scvcTuI wucks With no rcbulta from the mcdiuitioii, and ha>mu 5vcn almubt 
c\cry doctor un the staff, I could not walk, I could not tAcQp and cuufd nut t>ii. On 
two iKxabiunt) one of the doctors ad\ibcd the director to refer me to an orthopciiist. 
This was conipleteI> ignored, despite the fact that I had made many calls to the 
director concerning such referral. 

I find that in their zeal to vut cost»t they were dereha in the proper treatment of 
my ailment. 

I have since discnrolled fron the HMO and sought m> own orthopedist, who has 
advised surger>. this leaves me in a bind because I find myself in hmbo, without 
Medicare and Blue C.oss coverage, which is a great financial hardship. 

I hope this will help your subcommittee. 
Very truly yours. 



Congressman Daniel A. Mica, 
131 Cannon House Office Building, 
Washington, DC 

Dear Dan. How nice it w«is to see you and >our distinguished colleagues from the 
Select G^rnmittce on Aging in Boca Raton >estetda>. I was reall> liapp> with the 
turn-out and it Wiis a pleasure to see m> old boss, Matt Rinaldo, once again. I had 
served as an intern In his office one summer during my coliegc years. 

I upprcN;iated ihe committee permitting me to speak and I can understand how 
Lrc*ssea for time >ou were. Surel>, the audience was pleased with your handling of 
the hearing. Enclosed for the rcxord is cop> of a narrative I prepared detailing the 
t>pt of care m> late father rc*ceived from International Medicare Centers. As you 
and your staffers read it I think you can see wh> I have no use or appreciation for 
IMC or the HMO concept. Please know that our of m> father';* $1C^,000 hospital bill 
the HMO refuj>ed to nearl> $1,300. Letters to Mr, Recare> went ignored, tne State 
Insurance Commissioner's Office was useless onl> Mr, Wavne Fowler got results. 
This took ncarl> $50.00 worth of phone calls but it got done, I had to call Mr, 
Foivler to get m> Mom disenrolled as the Iccul HMO was uncooperative, io sa> the 
least, 

I notc*d the man> comments concerning disenrollment aud une of >our suggc*stions 
wod third part> intervention. While this ma> alleviate the problem it tends to add 
another la>cr of bureaucrac> to that alread> there. Vd sa> it compounds the prob> 
lem. Also, Dan, consider that the HMO receivers a set number of dollars month I> 
whether or not it sees and treat* patients. M> father's HMO hud 1,46S enrol lees for 
which it received $100 ber patient, totalling $146,800 income to the HMO. From that 
sum, the doctor must derive his salar>, pa> the help, rent and the patients hospital 
bills. M> experience with human nature tells me grc*ed will win out and the doctor 
would curtail necessary services to keep a larger share for himself. 

Now you know wh> I detest the HMO concept so much and I am glad m> Mom 
has relurnc*d to the conventional method of treatment, I hope >ou w/Il include my 
Comments and narrative in the official recxjrd and send m> a cop> of the commit 
tee's report when it is ready. 
Sincerely yours. 

Enclosure Anthony Nardiello. 

PRErAREU BY ANTHONY NaRDIELLO, SoN OP ALBERT NaRDIELLO 

Patient. Albert Nardiello, Hospital. University Community Hospital, Tamarac. 

IMC HMO Physician. Pravin Patel, MD ^Originally from Pittsburgh), 2929 North 
University Drive, Belle Terre E)ast, Coral Springs, 3^065, 7oo-0446, Eric Buchwald, 
Administration. 

IMC HMO Internal Medicine. Husman Khan, MD Belle Terre East, Suite R, 2929 
North University Drive, Coral Springs, 33065, 753-5353, 

IMC HMO Neurologist, Alan Borenstem, MD, Suite 204, 3001 NW 4Cth Avenue. 
Lauderdale Lakes, 33313, 739-8484, 

Second Opinion Requested by Family#Paid for by HMO? George Levy, Neurology, 
7710 NVV 71st Ct, Tamarac, 33319, 726-2025, 

3rd Opinion Requested by and Paid for by Family. Carlos Singer, MD, Suite 210, 
7301 N University Drive, Tamarac, 33319, 722-0012. 



Sam Lichman. 



Anthony Nardieijjo, 
Coral Springs, FL, July 10, ISSl 
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Dr. who preformed Arteriogram Nov 81 in University Hospital. Ing-Sci Hwang. 
MD, 4701 N Federal Highwav, Suite A 25, Fort Lauderdale, 33308. 771-3240. 

Patient joined IMC on 10-27 82 with membership effective 12-1-S2, originally 
Fort Lauderdale Medical Ginter, 4300 West Oakland Park Byulevurd. Was given 
several blood tests on 11-11-82 (sec copy) 

Patient learned of Tri City Medical Center via ad in local paper tsec copy) and 
transferred membership there. vTrl^ity and Dr. Patel same adurcss and phone.) 

Approximately late Nov /early Dec '82 patient complained uf difficulty m hearing 
and want to Patel for treatment. Patel flushed patient s cars with some solution 
using large stainless steel syringe. Patient coul»i hear belter in right ear although 
left ear snowed no Improvement. Patel permitted ^un to examine ear with lighted 
Instrument which revealed a scab like lesion on car drum. Patient complained of 
dizziness but Panel insisted this would stop soon. 

Mid Dec *82 patient becomes violently dizzy, nauseous with much vomitling, Palei 
makes houses call, makes cu»sory exam, ^no temp Uikeny and diugnoM;5 condition as 
"a v irus/* Gives patient an ii>jectIon of something fur dizzy ne:>& and givea blue-white 
pills OS well. Pills come in unmarked envelopes and no receipt was request. 

Patient remains ill for two weeks, family feels patient should be hospit^ilizcd, 
Patel sez this is not necessary. Patient recovers, sees Patel in office who proiiouncea 
him well. 

Between Jan 1 *83 and Easter Sunday, April 3 '83 patient &aw doctor itcrmittently 
for blood pressure checks and prc^scnption refills. 1 ^unnot remember any blood 
tests, EKG s or other diagnostics tests taken during this period. 

During this period patient still complained of lower level of hearing in left ear. 
Patel used ear device, showed son that scab, he called it 'clot" was still on left ear- 
drum. Patel chose not to Invc*stigatc further but prescribed the use of corn oil drops 
to be used In ear at *,he rate of 1 4 drops daily. Son did this be means of a plastic 
syringe. Patel advise! this was to loosen clot away from ear. Patients hearing did 
not improve but Patel insisted on continuing this treatment. 

Patient becomes 111 i)U Sunday Morning, April 3, Easter* Patel is called and told of 
sy pmtoms that are similar to Dec. '82. He does not examine patient but askes son to 
pick up pills at office. Patel feels It*s the same problem, "A vir^a. ' Son is again 
given blue-white pills and yellow une as well. Yellow one is no:, clearly labeled. Pa- 
tient also complained of neck pain Patel said it was ok to use 'neattng pad. 

Approximately noon patient has problem with distortion on ^cti sidfc o{ face and 
family calls In paramedicb. Medics arrive shortly, although policeman arnv«s first. 
Patel arrives last minute and adminibters treatment to patient, Patel promises a 
neurologist. 

Patient is taken to Community Hospital at Patcl's /tiquest and arrives m Emer- 
gency Room and is then taken to Trauma Room. At thib point patient is still talking 
coherentlv. During this period son is at ER admitting desk, when he informed ad- 
mitting clerk that thL* is, an HMO patient, clerk threw down HMO carUs and ^ot up 
In disgust. She Informed son. In so many words, what a paperwork chore this was 
and went to call HMO in Miami HQ to get permission for treatuent. This took 
nearly 20 minutes. During thi^ period it looked aa though patient wuj> receiving NO 
treatment while hospital waitcKl for treatment peimisiion. Permissu,n was grant«i 
but no neuroiglst wa^ in sight. Hospital then needed further permujsion for admit- 
ting, son had to get on phone to HMO HQ in Miami, nearlv 40 minutes possc-d for 
this permission tw be granted and it btill iippearnJ us though patient was neglected. 
Again, no neurologist was made available. 

ratlent ib transferred to semi private room, IJ2 and reveives some cursor^ exam- 
ines by maL nurse and an IV Is set up. Patient is given meal which family helps 
him to caL. Shortly after patient vomits meal and male nurbe phones doctor. Late 
that afte rnoon Dr. Khan, Internal Mt*dicine, aiTives, makes examination and ^ays 
patient will be dead soon or words to that effect and walks away. 

Patient's condition deteriorates in early evening and he is transferred to ICU, 
Room 8. Condition fell iis evening wore on as patient could not control limb move^ 
ment. Son and mother engage in tirade with Laverne the nurse as to whv nothine is 
being done. Nurse escorts us away from desk, calls Khan. She angrily tells him tnat 
patient needs a neurologist and family is angry as to why onb was not assigned. 

Dr. Borenstein does not arrive until midnight fur examination. Blood gases were 
whcxked that night but results were delayed i-^.hnician botched up procedure and 
had to do it again, tcok additional 20 minutes. Eorenstcin could not ID yellow pill. 
My lister and I went to several pharmacies who also <.ouId not ID yellow pill. Boren* 
stem is again queried about yellov^ pill and »ugge:)ts it be ^-nt to hospital pharmacy. 
Hospital pharmacy refuses to do this procedure and &ays it doesn't want to get in* 
volved in the middle of things." 
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Family wishes Khan, because of his attitude dismissed frum case. Patel is tele- 
phoned and refuses to return Lalls. Khan oakcs for a famil> meeting attended by 
son and both sisters. Khan gives us a long Ictture on Medicare costs and says we 
have three options. 

(1) get another opinion 

(2) stay with me 

(3) get tiic off the case. 

Khan n-.enlions possible use of respirator, advises agumst it due to costs. Son 
firmly tells Khan to use it and any other means necessary to sustiiin patients life. 
Khan reluctant)> agrees. Son calls Miami HQ »peaks with Mr. Ramirei requesting 
that Khan be removed from case. Ramirez says this is not possible and Khan must 
stay on the case whether we like it or not. 

Pamilv request^ 2nd opinion to be paid by HMO. Dr. Hwanc recommends Dr. 
George Levy Famil> later request;* 3rd opinion by Dr. Carlos Singer paid by the 
famll> HMO louil administrator Eric Buchwald says Smger can examine but only 
Khan can approve tests or treatmvnL Khan has patient transferred back to regular 
room. 114, family felt this was premature but tneir objections were not given an 
audience. Questioned Borenstein on move who ©ays its a question of money that he 
be moved Also questioned Borenstein on physical therapy said patient was receiv- 

Patient received sloppy IV Insertions as tubes had small air bubbles in them. In- 
formed nurses who said this was ^k. Patient did not receive same level of treatment 
and care as in ICU and feel this contributed to his demise. 

Khan recommends food tube be inserted thru stomach for long term care. Surcery 
scheduled for Fri April IZ. Patient has heart problems morning of loth and expires. 
Khan is not around. 

Should be noted that patient was shuttled to and from hospital to Florida Medical 
Center periodically for CAT scans. Located at oOOO Oakland Park Boulevard, 
Lauderdale Lakes. 

Mom disenrolls from HMO May 19, Thursday and Pa'^^i calls me and says. 
^l) Do not come to this office again with >Our bills or there'll be trouble. Adm. 
said it was perfectly all right to bring bills in person to office. 

(2) Says I didn't appreciate what he did for my father. 

(3) (our house is for sale) Says we will never sell our house in this market, 

(4) Implied I was a bum for not working, I'm presently on leave of absence. 

(5) Said I was a poor Catholic for not being in church that past Sunday. 

(6) Said we do not have enough money to sue him and he's not worried. 

Son called Ramirea at HMO HQ who said trouble with Patel occurred before and 
local adm. Buchwald handled it. Said he would check into this a.attcr for me. 
Family feels: 

(1) Total lack of interest in my Dad s case and condition. 

(2) Misdiagnosed earlj; warning stroke signs back in Dec. * * * 

'3! Withheld or curtailed ur din.ini&hed treatment that would have enhanced pa- 
tients chances. 

(4) Step 3 was taken to save HMO money without regard for patient. 

Patel made cursory exams uf patient since bvgmning of memberbhip in order 
to save HMO money. 



Best Buy Drugs, Inc., 
West Palm Beach. FU July IJ, JS$4. 

Hon. Dan A. MtCA, 
SS9 B. Ocean Avenue, 
Boyton Beach, FL 

DiiAR Dan. I found your hearing on HMOs held in Boca Raton interesting and 
informative in areas of patient care, but lacked coverage of the impact HMOs have 
on the business community. 

Many small businesses, such as our^, have been totally shut out of p^irticipating 
in thw programs now in the area. We neither hear about nor arc ul lowed to Did to 
provide pharmacy services to tlie members of the plans. Programs such aa Mr. Cola- 
vecwhio's and Family Practice Center s, for example, respond neither to our letters 
nor our phone calls. It appears that our own tax money is being used in an attempt 
by the Government to put us and other small companies out of business. 

In a community such as Palm Beach County, with ili larpe proportion of elderly, 
we see a steady erosion in the number of prescnptions as the HAlOs push to enroll 
new members. Others^ in our field and specialties, such as opticians and dentists are 
also noticing a declie in volume. 
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It tb one ihmg tu be allowed to compete and fail, but not to be ofTered the oppurtu 
nit>, C9pectiiII> when the funds are Trum the Government, ts toUiII> unreasonable. 
Logic tellb that free and open biddmg should provide bellei and ie^b exi^en^ivc serv 
ices to the recipients. 

Failure to soKe tliese inet^uitied may force the small business i.ummunit> to &uc 
the Government for antitrust violations. 

Thank >ou for the opportunit> to express m>self and feel free to enter m> com 
mcnta into the records of the HMO hearing. 
Sincerely, 

Robert F. Pickktt, President, 



Skymour R. Rosen, M.D., 
Sun» Isc, FL, July 13, 1984, 

Hon. Dan Mica, 

Cannon Hoiise Office Building, 
Washington, DC 

Deak Cunukcssman Mica. I am writing this U.th in response Ik* >our letter of 
June D inviting ni^ opinions on health care issues of national concern as well as 
^our statement made on Jul> 0 in Boca Raton in which >ou left the Congressional 
recoid open for 7 da^s for additional audience comments, accordingI> please include 
m> letter as v%eli as the enclosed statements from iv\o patients a part of this Con 
gressional record. 

In contrast to the statements of mv medical colleagues made during the House 
Select Comm>itee on Aging Jul> D I do not feel that HMO's are either desirable or 
inevitable. I io agree completely that cost savings must be achieved but I feci that 
the private pra\.titioners of mediune i.\tq best able to make these changes while en 
jburtng qualit> medical care at the same lime. A system in wiJi a buisnestmannin 
irepeneur is runnmg the HMO r> destined to resu.t in abuses and inferior medical 
cure because the bottom line will alwa>s be his own profit iind if profits can be 
maxtmized at the patients expense than that cold business dcxision will be made. 
The manv abuses that were alleged b> the president of the Palm Beach Count> 
Medical oociet> and others are merei> barometers of what might happen if this 
svsiem IS expanded. I know that >ou agree that such abuses must be corrected, and 
the sooner ine better. I can tell >ou that I have first hand knowledge of the fact 
that I.M.C HMO representatives are soliciting customers in some black areas and 
elsewhere. c*speciall> in Pompano Beach, and enticing some of the elderl> citi£ens to 
sign up with promises of free care. Some of these individuals can not read or write 
and certainl> cannot comprehend the ramificaiiMns of what the^ are getting into. Of 
course ihe> are ntver Lola that the> can t go to their local hospital or ph>Sician, and 
that the center thev ma^ have to go to can be man> miles awa>. I am enclosing 
letters from two sucli individuals who were enrolled b> I.M.C. onl> to withdraw on^e 
Lhe> discovered the disadvantages of what the> had done. Clear l>, tighter regula 
tions are needed to prevent such abuses. 

What can the Federal government do to realize si^ificant .savings in its health 
care costs without sacrificing the qualit> of this ^are? This Congressman Micii is the 
crucial question. I maintain that the private patient-doctor relationship, which has 
been ttie con^nerstone of the high quaiit> medical care svstem in this country must 
t>e preserved, in ordei to maintain current suindards. M> suggestions for reducing 
health care costs are as follows* L The federal government should refuse medicare 
reimbursement to an> hospital or other health \.are facilit> that is built where state 
and local health care planning st^ifTs ha>c determined, using uniform guidelines to 
lake into consideration possible regior.cl difTerences suuh as percentage of the elder 
1^ and projcxted population growth, that •he> are not needed. 2, In order to accom 
phsh savings similar to what is expected of an HMO, i.e., o7o of the usual per pa 
tient medicare cv '^enditures, hospital admission criteria should be based striutlv on 
the regulations ti^at guided the previous government funded PSRO s>stem wnich 
Was rcxentl> discontinued in Broward and man> other areas of the countnr. Most 
tmportantl>, sucii review should be carried out Defore the patient is alloWiHi adaiis 
sion, except of course that there would be no dela> in admission and the review 
would be instituted after admission d the admitting phvsiuan certifies that such ad 
mission IS a life threatening medical emergen\.>. This nospital admission utlliiuition 
review shall be earned out b> a group of pn>sicians appointed b> the hospital medi 
cai staff. The hospital shall be required bv tne government to reduce its admissions 
and hospital da>b by at least 107© over tnose of the prececding 12 months. If such 
hospital utilization review fails to achieve the required savings than that hospital 
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shall have an appropriate amuunt uf medicare funds with held lu utlain the same 
dollar savings 3 Incentives for uutputlcnt surger> sh uld be mtreused» a tjwd start 
in this regard has alread> been made b> the guvernment m incruiibrng pa>nientb to 
ph>s!cians doing outpatient 3urger> un an iu>3tgnmcnt ha^kn. It is expccmll> note- 
worthy that the Cuuntr>'a ophthalmulugists have been pioneering outpatient cata- 
ract surger> and this is already 5avlng the government millions in medicare funds. 

I \v'ould like to present to >ou a clonic example uf how a political system can con- 
tribute Significantly tu excei>sive health uire expenditures. 1 1 ere in Broward county 
It established f>cveral years tigu b> both the county and Slate Health Planning 
Councils that addltlunal hospital beds wuuld not be needed until 1D90, even taking 
into account projected {>opulatiun Increases. This however, did nut suffice to prevent 
the Issuance of certificates of need tu the Nurth Broward HospiUd District for an 
additional 272 beds while correctly denying such certificates of need to other pri- 
vate hospitals In the cuunty. This has resulted in the cuunty borruwing DU million 
dollars, 40 million which will be spent un a cumpletcly unnecessary hospital. You 
can imagine the huge waste In federal funds that will result from the over-utiiiui> 
tion of a facility that didn't need cunstruction in the first place. So the fly in the 
ointment so to speak In the argument I am presenting tu you is that until politi- 
cians. yuuToclf Included you represent the nurth west area of Coral Springs where 
the 200 bed hospital will be built can speak out against waste m health care wher- 
ever It may occur significant cost savings will not be achieved. From the newspaper 
clippings enclosed you can sec for yourself that 1 have already taken in public a 
position that others would nut dare tu take. The American public demands no less 
frofp all lt5 elected officials. My Interest la thU matter is my strong desire to 
achieve quality medical care in a cost effi^<;nt manner. I sincerely thank you for 
receiving my comments and I hofHi that they will be helpful to you in your continu- 
ing constructive efforts to help the system. 

I am. 

Yours truly, 

Seymour R. Hoskn, M.D. 

Enclosure 

POMPANO Beach, FL, July 10. JS8i, 
Dear Sm^ I would like to tell you about my experience with an H.M.O. A lady 
wamc aruund my neighborhood telling nie und others we could get free health care 
and other go^J things She did nut say that I had to give up using my own doctors. 
Also» I did not know that I had tu gu so far away to visit the H.M.O. doctors. When I 
got a very bad eye problem I was tc»ld I had tu wait 3 months tu get an appointment. 
Because of this I had to get out of the H.M.O. I feel I was lied to and not treated 
very good and If I knew what it waa really all about I would never have gotten m 
the first place. 

George Hudson, 
In terna t tonal Med tea I Cen tc'S, 

POMP/iNO, FL. 

I went to^ the cheese site to get the free cheese and a lady came up to ask mo if I 
wanted tu join the HMO. Actually she asked fur my medicare card. Since I had a 
medicaid card and had just received my medicare card, and had nu idea what it wa^, 
I showed the medicaid card. She asked if I had the other utie and I gave it Iv her. 
She told me all the things I could get without explaining that I could nut go to my 
doctor If I juined. Since this was a government site, for the cheese, I thought that 
this was a government run thing and I could still t>o to my uwn doctor. She talked 
so much that I got confused and nervuus and juined. I then fuund I could not go to 
my doctor because he did not belong. 

I asked for a disenrollment form and sent it in. They said they did not ^et it so I 
sent a copy. They nuw say I cannot gel out until August and since I sent it before 
the disenrollment date for July I do not think this is fair. 

Ella M. Johnson. 
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Palm Dkach Hearing Aid Srrvick» 
West Palm Beach, FL, July ISSl 

Congressman Dan Mica. 
J 31 Cannon Build inf^, 
Washington, DC 

Dkar CoNoRtSb.MAN M11.A, I wtsh U> bring >uur aUcnliun U> a matter lugarding 
health maintenance urgani£atiup» which I think wuuld pc'rUiin tu un> de^i^iunb (hat 
will be made in the future regarding their efrL*ctivuncss and de&irabilitv. 

I \\a6 rLxuntI> appruathcd o> a representative uf the Av ML*d Ilealta Phin asking 
nic if I wuuld iiiU>rL-&tL>d in being their reprcM^ntativu fur hearing aid dispensing 
4n the Central and Xurthern Palm Beach Cvuntv areas. I L*xpIainL>d tu her at that 
time thai m> infurniatiun regarding HMO s and hearing «jid dispensing, suggebted 
thai lhv> wuru luukiog fur dealers vvhu would prcvidu cxtremel> inexpensive hear 
ing aids at a flat rate uf about $7^.00 per patient. Furthurmurup ^incc decent hearing 
aida cost the dispenser much mure than that, the reason such a dealer Wuuld wish 
to participate wuuld unl^ be tu secure referrals from the HMO and sell those pa 
lients proper hearing aids at a higher price because the cheap one would be of an 
obviously undersirable appearance, or qualit>, ctv. The Av Mc^d reprcsentativc-s as- 
sured me that in no wa> was this their method of doing business* 

On paper their proposed looked as though she might be right. The> indiuiied that 
lhu> wculd provide fund;> to cover the cost of I he hearing aid, a dispensing fee, a fee 
for earmold!), and other ancillary reimbursements. When analyzed it looked ver> 
much like the Medicaid program we have here in Florida. The participant would bt; 
expected to pay a $100.00 co insurance fee plus $5.00 per office visit. 

When I got dc'cpcr into the negotiations I found that in fact thev were looking for 
di>«xial discounts on m> part ana the co-insuiance to be paid lo them so that when 
ever>tlung WtXb totaled and subtracted the bottom line figure which I would be paid 
to dispense these hearing aids turned out to be $75.90. 

In Av Med's advertising the> attract patients in part with the assurance that 
iheir hearing aid needs will be t^iken care of. When the patient walks into the hear 
ing aid dispensers offiwc, he is ^ho\vn a piLH.e of junk which ver> few will want, and 
IS then talked into a hearing aid for which the> must pa> ihem.^elvc's. We have a 
womnlicated iind professionally clouded bait and switch advertising scheme which 
has been illegal for years. 

I should hope vou and an>onc in Washington interested in the subject of HMO 
would want to take a long look at this aspect of those plans and do something about 
it. To that end, if I can ever be of an> ossistancx* >ou have onl> to contact me. 

Thank you very much for your efforts. 
Very truly yours, 

David R. Vreeland. M.A. 



G Wagner • 
iMudcrhill FL, June 23, mi 

DhAR Co.^i.ftl•2>s.MA^ Mica. I understand >ou will be holding hearings on HMO's, I 
would like this read into the record. 

On January 20, Milton Paushter had blood tc>st and chest X rays done at the 
Community Medical Center 7301 No. University Dr. Tamarac. He was never told 
the results of either and when he went on Z sobse4uent visits, once for pains in his 
toe and another time for athletes foot which didn't clear up. 

At not time WfU» the biood lest ref^^ated although the duplicate copy we requested 
rcxently stated that it ohould be repeated on the next visit J am enclosing it>. 

When he had trouble getting on appoin talent because they were So busy, he 
AW ached to the Southern Community Medical Centers Inc. at 2197 N.W. 53 St. Ta 
niarac. He was examined there last month and his blood test revealed he had poly 
eythimica which is a contributing cause to the condition he has now. 

He IS very ill and is now a patient at Imperial Point hospital where he has under 
gune 1 major operations because of a circulatory cx^ndition which should have been 
treated when his blood test on January 20, lOSZ rt:ve«.led his problem. He will have 
to have his foot amputated when he is strong enough. ' 

HMO's 41 re a great concept but when patients lives are put in jeopardy because 
some centers are two busy for follow up, controls should be established. 

I trust your committee will succeed in correcting the abuses of HMO's. 
Sincerely, 

Mrs. Edit!! Wagner. 
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Lake Wokhi. FL. July li*, IS$l 

Hon. Dan Mica, 

Cannon House Office Buildings 

Washington, DC 

Dear Mr. Mica, Here b what I tried to tell you »n one U> minute •? *h« ^^arl^g 
you held in Boca Raton lost Monday, July 9. 
Before you add iK automatically to the record, I beg that >ou read it yourself. 
With all good wishes. 

Albert V. \Viiiteh/.lu 

Bncl(»ure 

HMO Ideas Ark 70 Years Old 
(Albert V. Whitehall) 

When Congressman Gephart uf St. Lou*a tntruduced his Kennc-dy-Gepharl Bill in 
February 1984, he obicrvcd that. **SU Louis has almost twice many huspitul bvda 
OS Seattle, and St. Louisuns use the hospital twice sa much." 

Docto.% in the State of Washington do things diffeninlly. Every county medical 
society has a prepaid health care program. Their boMC features arc much like 
Health Maintenance Organizations as we know them today. 

It all began before Wurld War I. Lumber companies were harvesting the vast red- 
wood forests of the Northwest. Com pa nic*s brought m cuntracl doctun» lu care fur 
Ii\iurcd luggerb. Doctors were disturbed by the cumpetitiun, uf cuurse. More impor- 
tant was the fact that the companies did nut provide t.are tu dep<:ndentA. Fumilic*h 
were coming into doctors' oflices as charity coses. 

In I9I2, in Tacomo, the Pierce County Medical Society set up the Hrsl prepaid 
health care plan. Nearly every uther cuunty medical j^uciety in the State boon ful^ 
lowed. When I came to Seattle as Executive Director uf Blue Cross, in >he mid-fif 
ties, medical £ix:iety health care programs hud evulved to a pattern thai wa^ about 
like this: 

Fur a monthly premium, docturs uffered total medical and hospital care to every 
subscriber and his family. Premiums were put tntu a pool, frum which hospitalb 
were paid, usually at cost from nun prufit hospitals, and docturs were paid about 
75% of their usual fees. At the end of the yeai, funds in the pool were distributed tu 
doctons as a year end "bonus". 

It didn't take doctors lung to recognize that abuses uf hospital care, iiuch aa unnec 
cssary hospital izatiun, unnectssary surgery, eu. cuuld reduce the pool and jeopard 
ize their year end bonus. Doctors began to watch each other. The result was a 6av 
ings in hospital care the most custly cvmponent of health carc^-and there was a 
notable ii .^rovement m the quality of care. The financial incentive was the Key 
factor in 5clf*policing by doctors. 

In our traditiunal fee-fur-service syvtem, financial incentives fur quality and cx^;n 
omy do not exist The rewarda of mc-dical practict: too uflen cvmu from the uppo3it<£ 
direction. It has been the surgeon who fuund 'iie nc*fd for surgery fur which he 
W'uuld collect a. fat fee. iThat's why secund opiniun^ are 6o de^irabkv. Therc'a been 
too much pressure un doctors to put the patient in the hospital because its copier (o 
treat him there. 

If the people of the State uf Washington can survive with half the amuunt uf hos^ 
pital caie, why can't we? It's the hospitals that cost money, but tin nut the doctors' 
money! 

Rc*gretfully, it's nut the doctors who arc promuting HMO's m South Florida. The 
Federal Government is paying corpo ratio as tu do tt fur o% less than it has been 
costing Medicare to du iu How du these corpora tiuos expect to make profitsr By 
keeping you well, and keeping you uut of the hospital unless real need is 6huwn. 

Doctors in the State of Washington di£ct>vered the principle of HMO's TO ycafs 
ago. From what Mr. Gephart says, it still works. 

O 



